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Salional Accounting Machines return 


their capital cost many times over.” 


National 
return their 
times over 
Because of our rapid growth in the 
oif industry, our accounting 
department must maintain peak 
efficiency. That’s why we are so 
well pleased with the National 
Accounting Machines we have in 
use in our head office and inter- 
state branch offices 

Owing to their flexibility, our 
Nationals handle such _ widely 


Accounting Machines 
capital cost many 


NATIONAL ACCOUNTING MACHINES 


Division of the National 
and Technical Centres 


Sales 


Cash Register 
throughout 


different accounting jobs as 
Debtors, Creditors, Cheque-writing, 
General Ledger, Allocation Ledger, 
Pay-roll and Share Department 
work 

Personnel taken from 
ranks are easily trained to produce 
prompt, accurate accounting 
records which permit us to main- 
tain an efficient operation at 
all times 


Our own 
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—AMPOL PETROLEUM LIMITED 


“Australia’s Own Oil Compony” 





In your business, too, National 
machines will pay for themselves 
with the money they save, then 
continue savings as annual profit 
Your nearby National man will 
gladly show how much you can 
save-—and why your operators will 
be happier 
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Aesop said: 


“Blimey! Is it 
true the kids 
still read them?” 


c 


He should have known “The ‘lortoise and the Hare” and his 
other fables would not be forgotten; there’s a lot of wisdom 
in them. 

There is a lot of wisdom too in insuring children as soon as 
possible after they are born, but it must be the right kind of 
policy. 

The right kind of policy is one which provides a flexible 
arrangement to cover the unknown contingencies in the child’s 
future. 

A.M.P. children’s policies are specially designed 

with this thought in mind. 

Let your A.M.P. man tell you about them. 


AUSTRALIAN MUTUAL PROVIDENT SOCIETY 
HEAD OFFICE: 87 PITT STREET, SYDNEY 
GENERAL MANAGER: M. C. BUTTFIELD 


Every A.M.P. member enjoys the unquestioned security afforded by funds exceeding £400,000,000 
which the Society seeks to invest to the greatest benefit to members. 
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The Remington low cost 


ACCOUNTING MACHINE 

















ALREADY ACCLAIMED BY MANY AS THE ANSWER 
TO THEIR MACHINE ACCOUNTING PROBLEMS... 


The reason for its popularity? 
Because: — Remington Saldo combines modern machine features for fast, easy operation 
with low cost. 


in terms of work output we are prepared to match if 


with equipment two and three times the price. This is And, let us repeat— 
00 idle boast. Let us prove it to you. 6 
at surprisingly low cost 


-_ 
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Your operators will like it — it is easy to learn and 


easy to use. mechanisation in your business, may we have 


When considering 
the opportunity ef demonstrating Remington Saido to you ? 


The Remington Salde is completely versatile — capable 


of handling any type of accounting job in your office. 72 e 


It is a product of fines! engineering skill and construction 
— Gesigned for long, trouble-free service. 


. Saldo 


CHARTRE s SPECIALISTS IN OFFICE EQUIPMENT FOR OVER 60 YEARS 
AUSTRALIA SALES and SERVICE IN ALL STATES 
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A WORD TO EXECUTIVES: 








The greater majority of qualified Banking, Accoun- 


tancy and etarial officers in Australasia are 
H.R.L. trained! 
But here’s a warning — there are not enough 


trained men now. A greater number of your per- 
sonnel need to be encouraged to undertake training. 


It is logical in modern-day personnel development 
for a business to initiate encouragement and incen- 
tives to train and qualify. This is usually done by 
developing a Staff Training Plan. 


In considering the training of your personnel, our 
60 years of experience will be willingly made avail- 
able to you. Telephone, write or call TODAY. 


*RESULTS PROVE! Year after year, H.R.I. 
students win more honour places in commercial 
examinations than those of all other tutors and 
schools combined. 


hri 





training puts more men here than 
all other tutors combined! 


vn Go OO” 2W WN 


Hlemingway Robertson Institute 
Since 1897, an institution to promote personal 
advancement in business through education. 

122 BANK HOUSE, BANK PLACE, MELBOURNE — 122 BARRACK HOUSE, 16 BARRACK ST., SYDNEY 


Offices in all Capital Cities, Newcastle and Launceston. 


THE 7 PROVED* 
OF H.R.I. TUITION METHOD 


. Personal-Individual 
. Fixed all-inclusive fee— 


. No time limit to tuition... 
. Guarantee of tuition till 


. Printed texts constantly 
. Free employment 


. Enthusiastic personal co- 








FEATURES 






tuition 






no text books to buy. 







successful — no extra fee 






modernized. 





service 











operation of tutors. 
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Financial Reporting 


CCOUNTANTS who have the re- 
sponsibility of preparing the annual 
reports of companies are invariably faced 
with the question of the degree of dis- 
closure to be made. 

The accountant’s action in this matter 
is no doubt governed by the attitude of 
his board of directors towards disclosure. 
However, it can be said that the annual 
reports of Australian companies are 
steadily becoming more informative. 
Perhaps this desirable trend can be 
traced to the fact that greater numbers 
of accountants now serve as directors 
of companies. Of course, changes in the 
statutory provisions relating to the figures 
given in company annual reports have 
necessarily led to some improvement and 
the special requirements in regard to 
public company annual reports demanded 
by the stock exchanges in Australia have 
also stimulated the trend towards in- 
creased disclosure. In the establishment 
of these provisions and requirements 
considerable influence has been exercised 
by members of the accounting profession 
in their capacity as co-opted advisors. 

Currently, accounting and investment 
circles are finding great interest in the 
question of disclosure and it was ap- 
propriate that the 1959 Edgar Sabine 
Memorial Lecture arranged by the 
S.A. Divisional Council and delivered by 
Mr. R. Keith Yorston in the University of 
Adelaide, should be devoted to this 
subject. Mr. Yorston has given a great 
deal of time to the study of annual 
reports and he is an acknowledged 
authority on this subject. In his lecture, 
“Disclosure and the Annual Report”, 
published in this issue at p. 507, Mr. 
Yorston had some forthright and chal- 
lenging things to say about the account- 
ant’s role in developing in the minds of 
management the desirability and indeed, 
the necessity, for the fullest possible dis- 
closure in the figures presented annually 
to the public. The portent of Mr. 
Yorston’s assertions is underlined by the 
comments on financial matters contri- 
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EDITORIAL 








buted by Mr. R. F. Arthur (p. 532) 
who draws attention to the state of 
vulnerability in which some companies 
find themselves through the reluctance of 
their directors to allow an adequate dis- 
closure of their company’s finances. 


Australia’s Economic 
Progress 


The address delivered by Professor 
R. I. Downing at the convention of the 
Australasian Institute of Cost Accoun- 
tants held at Eaglehawk Neck, Tasmania 
is published at p. 500. 

Under the title, “Current Trends in 
the Australian Economy”, Professor 
Downing presented a critical survey of 
the factors influencing Australia’s pro- 
gress; some aspects of the present situa- 
tion bear comparison with the depression 
of the 1930’s but Professor Downing 
explained why the unfavourable effects 
on the economy then experienced have 
not followed in the last year or two. 

After examining the balance of pay- 
ments position he turned to the key 
factors affecting internal balance, viz., 
unemployment, prices and costs, and 
productivity. Here he found that “all is 
satisfactory and prospects seem fair”, 
though he is critical of the official em- 
ployment statistics. 

In his opinion Australia, since the 
beginning of 1956, has been in a con- 
dition approaching stagnation; he pointed 
to the need for an expansion of vital 
public works expenditure as a stimulus 
to a higher rate of expansion. Once this 
is undertaken and the rate of migration 
increased the private sector can be relied 
on to play its part in the general advance. 

He concluded that after three years of 
stability we are in “a strong position for 
resuming rapid growth with a minimum 
risk of running again into inflation”. 
Professor Downing’s careful analysis 
should be followed with the close atten- 
tion it merits. 
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Tax Changes in the Budget 


The Budget speech for 1959/60, delivered by the Federal 
Treasurer on 11 August, foreshadowed a number of amendments 
to the Income Tax Assessment Act. 


Income Tax Rates 


On the matter of tax relief generally, 
the Treasurer said: 


“The Government receives a _ great 
many requests for taxation relief of 
various forms, but even under the most 
favourable circumstances, it cannot meet 
more than a fraction of them. 


I have mentioned elsewhere that the 
representations before the Government at 
the time this budget was prepared cov- 
ered many hundreds of separate items 
and could involve a reduction in revenue 
of approximately £800 million. 


What the Government can do is, at 
the most, to give relief where the case 
for relief is strongest and where the 
greatest economic and social advantage 
appears to lie. 


After examining the whole position 
thoroughly the Government has decided 
to make a number of tax concessions. 


The principal concession is in direct 
personal income tax. Faced with a 
multitude of various requests, the Govern- 
ment has concluded that this form of 
tax relief is the fairest and most wide- 
spread that could be given at this time.” 


The Government decided therefore to 
reduce personal income tax rates by 
5%. This reduction will apply to income 
derived as from 1 July 1959. Company 
tax rates have not been altered. 


Life Assurance and Superannuation 
Payments 


The concessional deduction for 
amounts paid as premiums on life, 
sickness and accident policies, and as 
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contributions to superannuation or 
similar funds is at present limited to an 
aggregate of £300. It is proposed that 
this maximum be raised to £400. 


This concession will be of small com- 
fort to self-employed persons, on whose 
behalf a campaign for substantially in- 
creased allowances for contributions to 
pension or superannuaticn funds has 
been waged for some time. 


Aged Taxpayers 


The income derived by an aged per- 
son, i.e., a man 65 years of age and 
over, or a woman 60 years of age and 
over, is subject to special provisions 
which provide relief from tax up to 
certain specified limits. 


Where the income of a single aged 
person does not exceed £429, no tax 
will be payable (this figure is £410 at 
present). The total income of a married 
couple, both over the specified ages, will 
be exempt if it does not exceed £858 
(£819 at present). 


It is also proposed that aged persons 
will be allowed concessional deductions 
for all medical expenses paid; the limit 
of £150 per person will not apply. This 
concession will only apply to taxpayers 
and their spouses. 


Gifts 


Gifts of £1 and upwards will be al- 
lowed as tax deductions to the following 
organisations: The Australian National 
Committee for the United Nations World 
Refugee Year; Approved marriage guid- 
ance organisations; The Northern Terri- 
tory National Trust, and The Council 
for Jewish Education in Schools. 
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Private Companies 


The amount of profits which “private” 
companies may retain without being 
subject to undistributed profits tax, de- 
scribed as the “retention allowance”, 
and representing a specified proportion 
of the “distributable income”, is to be 
increased. 


The new scale of retention allowances, 
to apply to the company’s income year 
ended 30 June 1959, is as follows: On 
the first £1,000 of distributable income, 
50% ; On the second £1,000 of distribut- 
able income, 40%; On the balance of 
distributable income, 35%. 


The distributable income subject to 
these percentage allowances is exclusive 
of income from property; no retention 
allowance is permitted in respect of 
private company dividends received, and 
the allowance for “other property in- 
come” remains at 10%. 


Mining Industry 


The depreciation allowances for ex- 
penditure on housing and welfare in- 
curred by taxpayers engaged in mining 
operations will be “liberalised”. No 
details of the proposals have been pro- 
vided. 


It is of interest to observe that Division 
10 of the Income Tax Assessment Act 
now provides that expenditure on housing 
and welfare on or adjacent to the mining 
property will be allowed as a deduction 
by dividing the “residual capital expen- 
diture”, that is, the undeducted amount of 
such expenditure, by the number of years 
in the estimated life of the mine, or by 
twenty-five, whichever number is the 
fess. If, as in many cases, the mine has 
an estimated life of many more years 
than twenty-five, the deduction to be 
allowed each year is one twenty-fifth of 
the residual capital expenditure (the 
written down value). In effect, therefore, 
the cost of the housing or other amenities 
is subject at present to the equivalent 
of .a depreciation allowance of 4% per 
annum, reducing balance method. 
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Oil Exploration 


Further tax concessions are proposed 
in relation to investments in companies 
searching for oil in Australia, Papua and 
New Guinea. Details will be announced 
when the amending legislation is intro- 
duced. 


Withholding Tax 


A withholding tax on dividends paid 
to non-resident shareholders is to be 
introduced. The appropriate rate of tax 
will be withheld from dividends by com- 
panies remitting dividends to the overseas 
shareholders, and will represent the final 
liability of the non-resident to Australian 
tax, unless the shareholder elects to 
submit a return of income, and have an 
Australian tax assessment raised on the 
normal basis. In such a case, where the 
tax actually assessed is less than the tax 
withheld, a refund would be appropriate. 
It is contemplated that the withholding 
tax on dividends paid to shareholders in 
the United Kingdom, Canada and the 
United States will be 3/- in the £, “where 
this is appropriate under the terms of 
a (Double Tax) agreement”. For divi- 
dends paid to shareholders in other 
countries, the rate of withholding tax 
will be 6/- in the £. The withholding 
tax will not apply until 1 July 1960. 


Committee of Enquiry 


The Treasurer stated that a committee 
of enquiry consisting of five members, 
will be set up by the Government to 
investigate and report on the tax laws 
in general, and that an announcement on 
the matter would be made during the 
present parliamentary session. The Prime 
Minister, in his policy speech delivered 
in October 1958, had promised that a 
“competent and independent public in- 
vestigation of the tax laws” would be 
undertaken. 


Representations to be made to the 
committee of enquiry are now being 
prepared by various interested organisa- 
tions. 
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Double Tax Credit 


'HE operation of the United Kingdom- 
Australia Double Tax Agreement, 
as it applies to dividends received by 
an Australian resident from a United 
Kingdom company, involves a complex 
procedure, which may be made clear if 
the entire process is followed through, 
step by step. 

The Australian tax rates used in the 
example are for the income year ended 
30 June 1959, and the United Kingdom 
rates are for the 1958/59 year (standard 
rate 8/6 in the £). 


Example 


The taxpayer is a resident of Aus- 
tralia, employed as the resident managing 
director of the Australian branch of an 
English company. He has a substantial 
holding of shares in an English company, 
is married, with two children under 
sixteen years of age. His Australian tax 
return for the year ended 30 June 1959 
discloses the following: 


Salary as branch manag- 








ing director ... £3,000 
Director’s fees .... 500 
Dividends from English 
company: Gross .... ... £A3,750 
Less United Kingdom 
income tax (8/6 in a 
the £) al 1,594 2,156 
Dividends from  Aus- 
tralian companies . 500 
6,156 
Concessional deductions: 
Wife (no separate in- 
come) .... .... .... 143 
TE once ones. ance : 156 
Education expenses .... 150 
Medical, dental  ex- 
a or 120 
Life assurance pre- 
Regge ee. oem 300 
Rates on home in 
(“ie 37 
906 
Australian taxable income £5,250 





* Net U.K. dividends. 
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A Practical Example 


By D. C. WILKINS, B.coM., A.A.s.A. 


When lodging this Australian income 
tax return, an election to “gross up” was 
made under Section 12(1) of the Income 
Tax (International Agreements) Act in 
a form somewhat similar to the following: 

“T elect to have the amount of United 
Kingdom tax payable in respect of divi- 
dends from sources in the United Kingdom 


included in my assessable income of the 
year ended 30 June 1959”. 


Australian Tax Assessment 


In the first place, the Australian income 
tax assessment will be raised on the 
figures shown above, that is, including 
the United Kingdom dividends at the 
net amount received after deduction of 
United Kingdom income tax at 8/6 in 
the £. 


The assessment will show the following 
(ignoring provisional tax and Australian 
income tax deductions made from salary 
and director’s fees): Taxable income, 
£5,250; Tax payable, £1,838/15/0. 


Repayment of U.K. Tax 


The next step to be taken by the 
taxpayer is to submit a return of income 
to the United Kingdom Inland Revenue 
Department for the year 1958/59 (based 
on the year ended 5 April 1959) for 
the purpose of obtaining a partial re- 
payment of tax which had been deducted 
at the standard rate, 8/6 in the £, from 
his United Kingdom dividends. (For this 
purpose, it is assumed that the U.K. 
dividends shown above were received 
during the U.K. income year.) 


The U.K. Inland Revenue authorities 
will require details in the return of the 
income derived by the taxpayer from all 
sources, and particulars of dependants, 
life assurance premiums, etc. 


On the basis of the information sub- 
mitted, a repayment of United Kingdom 
tax will be made, calculated as follows: 
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Income liable to United Kingdom income tax: 
Dividends £A3,750 = £Stg.3,000 


Income not liable to United Kingdom income 
tax: 





Salary £A3,000 = £Stg.2,400 
Director’s fees 500 400 
Australian 
dividends 500 400 
£A4,000 £Stg.3,200 
Allowances 
Relief for earned -income: 
2/9ths of salary and Director’s 
fees (£Stg.2,800) .... .... . £Stg.622 


Personal Allowance .... . yee: 240 


Children’s Allowance: 
—, ome under 11 years of 


Oar ‘child ‘between 11 ‘and 16 
years of age ... y Ga 150 
Life Assurance: 


2/Sths of total premiums 
(£Stg.240) .... 96 


100 


Total allowances £Stg.1,208 

The relief from U. K. income tax to 
be granted on the allowances is at the 
standard rate (8/6 in the £). 


The U. K. tax on the taxable income 
(actual income less allowances) is (for 
1958/59) charged at the following 
rates: 

The first £60, 2/3d. in the £. 
The next £150, 4/9d. in the £. 


The next £150, 6/9d. in the £. 
The balance, 8/6 in the £. 





Thus, the total relief is calculated as 
follows: 
£Stg. 
Total allowances (él, 208 at 8/6 
in the £) 513 8 0 
Relief to silieaal rates at tax: 
£Stg. 
On £60 at 6/3d. 
in the £ 18 15 0 
£150 at 3/9d. in 
ee we 28 2 6 
£150 at 1/9d. in. 
the £ 2. 4 60 0 0 
573 8 0 


But this relief relates to the total 
income derived by the taxpayer from all 
sources. Thus, the repayment of United 
Kingdom tax will be calculated as follows: 
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Income liable to United Kingdom Tax 





Total Income 
of Total Relief from U.K. Tax. 


£Stg.3,000 
i.e. —————— of _£Stg.573 8 0 
£Stg.6,200 


= £Stg.277 9 0 = £A 346 16 3 


A cheque for this amount of 
£A346/16/3d. will be sent to the tax- 
payer by the United Kingdom Inland 
Revenue Department. 


Grossing-up in Australian Tax 
Assessment 


The Australian Tax Department, hav- 
ing been provided with the United King- 
dom dividend vouchers and details of 
the repayment of United Kingdom in- 
come tax made to the taxpayer, can 
now proceed with a re-assessment for 
Australian tax purposes, to include the 
U.K. dividends at the gross amount, and 
to allow a tax credit for the United 
Kingdom income tax charged on those 
dividends. 


The amendment to the taxpayer’s 
Australian taxable income will be: 


Taxable income pre- 
viously assessed £A 5,250 
U.K. Dividends: 
Previously included 
at net .... £A 2,156 
Now included at 
gross . 3,750 
—__——_ 1,594 
Amended taxable income £A 6,844 


The taxpayer is subject to Australian 
tax on his taxable income of £A6,844, 
but will be allowed a tax credit of the 
lesser of: 


(I) The net United Kingdom tax on 
the dividend (in this case the 
U.K. tax originally deducted from 
the dividend less the repayment 
received). 


(II) The Australian tax on _ the 
“ grossed-up dividends”. 


The net United Kingdom tax on the 
dividend is calculated as follows: 
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Gross Dividend 3,000 
United Kingdom tax deducted 

(for the company concerned 

this is the “net U.K 

rate”) 
8/6 in the £ on Stg.3,000 1,325 0 0 
Less repayment of U.K. tax 

(see above) i 

1,047 11 0 


= £A 1,309 9 0 


(Note: The calculation of the net U.K. tax 
would be more complicated if the U.K. com- 
pany paid the dividend partly out of profits 
outside the U.K. in respect of which it re- 
ceived g double tax credit; the “net U.K. 
rate” would then be something other than 
8/6 in the £. This complication has been 
disregarded). 


The Australian tax on the grossed- 
up dividend is calculated on the follow- 
ing basis: 

Dividends included in taxable income 
Total taxable income 
of Australian tax assessed. 


The dividends included in the taxable 
income are determined according to 
following formula: 

(A) 








A—B 

(C + B— D) 
where, (applying it to the particular 
case): 


A. is the amount of the dividend in- 
cluded in the assessable income. 

B. is the total of the concessional de- 
ductions and rates. 

C. is the amount of the taxable income. 
D. is the amount of public loan interest 
included in the taxable income. 

Dividends included in taxable income 








3750 
= 3750 — 906 
(6844 + 906 — 0) 
3750 
3750 — 906 
7750 
3750 — 438 £3312 


The purpose of this formula will be 
seen to be simply an apportionment of 
the total deductions allowable in his 
assessment against the U.K. dividend 
income. 
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The tax payable on the total taxable 
income of £6,844 is £2,740/1/0. The 
tax attributable to the U.K. dividends is 
therefore 

Dividends £3,312 


Taxable Income £6,844 
of Tax payable £2,740/1/0. 
= £1,326/0/0. 


The tax credit to be allowed under 
Article XII (2) of the United Kingdom- 
Australia Double Tax Agreement is 
therefore £1,309/9/0 (the net U.K. tax 
on the dividends) as this amount is 
less than the Australian tax attributable 
to the dividends (£1,326/0/0). The 
final Australian tax assessment (ignoring 
Provisional Tax) is: 
Taxable in- 
come inclu- 
ding  gros- 
sed-up divi- 
dends 
Tax £2,740 1 0 
Less 
Double 
Tax 
credit 





£6,844 0 0O 





1,309 9 0O £1,430 12 0 
Tax pre- 
viously 
paid on 
original 
assessment 


Refund 


The total 
taxes 

borne by 
the taxpayer 
are: 

U.K. tax 
deducted 
(less repay- 
ment) 


Australian 
tax 1,430 12 


£A 2,740 1 


a 
° 


1,838 
£408 3 0 








fA 1,309 9 0 








which is equal to the Australian tax 
chargeable on a taxable income consisting 
of his Australian income plus U.K. 
dividends at gross, less the appropriate 
deductions. 


Summary 
The advantage to be gained from the 


adoption of the “grossing-up” procedure 
as prescribed by the United Kingdom- 
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Australia Double Tax Agreement may 
be apparent from the following com- 
parison: 

If U.K. dividends were not grossed-up: 
Australian tax pay- 

able on total taxable 


income including 
dividends at net £1,838 15 0 
United Kingdom tax 
deducted less repay- 
ment 1,309 9 0O 





£A 3,148 4 0 








In addition Australian tax would also 
be charged on the amount of the U.K. 


tax repayment (£A346/16/3) .in the 
year in which it is received (Section 
26A). 


If U.K. dividends were grossed-up: 


U.K. tax deducted 
less repayment 


Australian tax 


£A 1,309 9 O 
1,430 12 0O 





£A 2,740 1 0O 








Notes on Selected Tax 


BONUS PAID TO DIRECTORS: 


The payment of a bonus to direc- 
tors of a private company, in lieu 
of an agreed share of profits, was 
held by the Board of Review to 
represent remuneration for services 
rendered. 


The articles of association of a private 
company provided that if, in any in- 
come year, a dividend of 7 per cent. 
was declared, three-quarters of the sur- 
plus profits after the payment of the divi- 
dend was to be distributed amongst the 
directors. 


For the year ended 30 June, 1953, 
the directors decided that the amount 
to which they were so entitled was too 
large. The net profit was £8,638; after 
deducting £1,233 for the provision for 
income tax and £3,500 for the 7% divi- 
dend, a surplus of £3,905 remained, of 
which the directors’ three-quarters en- 
titlement was £2,929. This amount would 
have been £3,853 if the provision for 
income tax was not deducted in arriv- 
ing at the surplus profits for the purpose 
of the calculation of the directors’ share. 
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Cases 
By D. C. WILKINS, B.coM., A.A.s.A. 


At the company’s ordinary general 
meeting, the shareholders resolved that 
the directors be paid a bonus of £2,400, 
instead of the amount of excess of 
£2,400 to which they would have been 
entitled. The directors agreed to forgo 
their division of the profits and to ac- 
cept the bonus of £2,400. 


The company claimed a deduction of 
the bonus of £2,400. The Commissioner 
disallowed the deduction, apparently 
applying Section 109 of the Income Tax 
Assessment Act. This section provides 
that remuneration for services rendered 
by a shareholder or director of a private 
company, to the extent to which the 
Commissioner considers that it exceeds 
a reasonable amount, shall not be an 
allowable deduction to the company, but 
shall be deemed to be a dividend. 


The taxpayer company claimed that 
the bonus received by the directors was 
not remuneration for services rendered 
by them, but was an amount received in 
consideration of their forgoing their 
rights to a share of the profits as pro- 
vided by the articles, and was allowable 
as a deduction under Section 51. 


489 











Consequently, it was contended, Sec- 
tion 109 had no application. 


The Board of Review, in 8 C.T.B.R. 
(N.S.) Case 15, was of the opinion that 
the amounts paid to the directors were in 
the nature of payments for services ren- 
dered. It was considered that the re- 
solutions passed, in accordance with 
which the bonus was paid, did nothing 
more than vary the entitlement of the 
directors under the company’s articles. 
The directors had renounced part of their 
entitlement, and the payments actually 
made were similar to those which would 
have been paid in accordance with the 
provisions of the company’s articles. 
It was the forgoing by the directors, 
and not the payment of the bonus of 
£2,400, which could have the effect of 
increasing the company’s future assess- 
able income by the employment of the 
amounts so forgone. 


Each of the directors was in receipt 
of remuneration from the company, rang- 
ing from £900 to £1,500, in addition to 
his share of the bonus. 


As the Board had decided that the 
bonus was in the nature of remunera- 
tion paid to the directors, the applica- 
tion by the Commissioner of Section 109 
was therefore approved. 


It was further considered that as no 
evidence was furnished by the taxpayer 
company to justify the Board in varying 
the Commissioner’s determination, the 
assessment should be confirmed. 


PROVISION FOR LONG 
SERVICE LEAVE: 


In the January 1958 issue of The 

Australian Accountant, the decision 

J of the Board of Review in 7 

C.T.B.R. (N.S.) Case 83 was 
reviewed. 


By majority, the Board decided in that 
case that amounts credited to a provision 
for long service leave were allowable as 
a deduction under Section 66 of the In- 
come Tax Assessment Act, subject to 
the statutory maximum of £200 for each 
employee or 5% of his remuneration, 
whichever is the greater. It was held 
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that the amounts concerned had been set 
aside to a fund from which long service 
leave benefits were to be provided, and 
that the rights of the employees to receive 
the benefits were fully secured, as re- 
quired by the section. 


The Commissioner appealed to the 
High Court against the majority decision 
of the Board of Review. 

The taxpayer company decided, now- 
ever, not to contest the case before the 
High Court, perhaps not wanting to risk 
the considerable legal expense which 
might be involved. 


This leaves the matter in an uncon- 
cluded condition. Objections which have 
been lodged against the disallowance of 
a provision for long service leave have 
now been disallowed as a result of the 
action taken to discontinue the Commis- 
sioner’s appeal. However, a request may 
be made for reference of the Commis- 
sioner’s decision on the objection to a 
Board of Review for review, or to the 
Court. It will be of interest to observe 
how the question is finally resolved. 


GIFT DUTY ON SALE OF REAL 
ESTATE 

A liability to Commonwealth 

Gift Duty arose in relation to the 

transfer of real estate to a family 

company for an amount lower than 

the Valuer General’s final valuation. 


In the course of a re-arrangement of 
his financial affairs, the taxpayer trans- 
ferred real estate to a proprietary com- 
pany for an amount of £32,000. 


Having recognised the fact that gift 
duty would be charged if the real estate 
was sold at a figure which was less than 
its true value, the taxpayer had, before 
the sale took place, obtained a valuation 
from the New South Wales Valuer 
General’s Department. This showed an 
improved value of the property at 17 
June 1954, of £32,000. The company 
was, incorporated on 30 June 1954 and 
the sale of the property took place on 
21 July 1954. 


The valuers of the Gift Duty Depart- 
ment placed a value of £45,000 on the 
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real estate, as at 21 July 1954, and gift 
duty was charged on the amount of 
£13,000, representing the extent to 
which the consideration for the sale was 
“inadequate”. 


The Valuer General of New South 
Wales issued a further valuation of the 
property dated 26 July 1954, showing 
an improved value of £45,000. This 
was made less than six weeks after the 
date on which the Valuer General had, 
at the taxpayer’s request, provided a 
valuation, which then was shown as 
£32,000. In the words of a Member of 
the Board of Review, in 8 C.T.B.R. 
(N.S.) Case 28, the taxpayer “had been 
misled into transferring his property at 
a considerable undervalue despite his 
genuine efforts to dispose of it at its 
proper market value”. 


The Board of Review had to consider 
taxpayer’s objection against the assess- 
ment of gift duty, and was not concerned 
with the question of the valuation of the 
property. That matter was to be con- 
sidered by a Valuation Board, subsequent 
to the hearing before the Board of 
Review. 


At the time of the sale of the property 
to the company, the issued shares of the 
company consisted of twenty manage- 
ment shares, eighteen of which were held 
by the taxpayer and two by his wife. 
These management shares were entitled 
to only one four-thousandth of the rate 
of dividend paid on ordinary shares, 
carried no right of participation in assets 
in excess of paid-up capital, and had 
exclusive voting rights. 


It was argued for the taxpayer that 
in order that there may be a gift there 
must be present some element of bene- 
volence. The Board considered, how- 
ever, that “the question of gift or no 
gift is made to depend entirely on the 
adequacy or otherwise of the considera- 
tion passing on the disposition of the 
property concerned”, and, in general, 
“intent” is not relevant. 


Further, it was submitted that as 
there had been an honest attempt to 
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’ TAX PRACTICE 


A grazier incurs expenditure 
on the purchase of wire netting 
which is attached to the fencing 
on the property owned by him, 
for the purpose of preventing 
rabbits entering upon the land. 
Subsequently, he sells the pro- 
perty, and part of the proceeds 
of sale is specifically allocated 
to the wire netting fencing. 
What is the effect of the appro- 
priate provisions of the Income 
Tax Assessment Act? 


The primary producer is entitled 
to a deduction, under Section 76 of 
the Act, of the cost of wire netting 
for use in the construction or altera- 
tion of a fence to prevent animal 
pests entering upon the land used by 
him in his grazing business, and the 
amount expended in placing the wire 
netting in position. 


However, when the fencing is 
sold (the sale price being included in 
the amount received for the pro- 
perty), no part of the amount so 
attributed to the fence need be in- 
cluded in his assessable income. The 
fencing has not been subject to de- 
preciation allowances, as the full 
cost has been allowed as a deduction 
under Section 76, so the principle of 
the recoupment of depreciation is 
not appropriate. 


The purchaser, on the other hand, 
is not entitled to a deduction under 
Section 76 in respect of that part of 
the purchase price of the property 
attributable to the wire netting fenc- 
ing, as he has not purchased such 
wire or wire netting for use in the 
construction or alteration of a fence. 
However, assuming he uses the pro- 
perty for the purpose of producing 
assessable income, a deduction for 
depreciation will be allowed on the 
amount so allocated to the wire 
netting fencing. 


* * 














dispose of the property at its proper 
value, the consideration was “fully ade- 
quate” in the circumstances of the case. 
The parties to the transaction, however, 
could not be considered to be at arm’s 
length, and although the taxpayer sold 
to a separate entity (the company) “there 
was not a bargain and sale in the fullest 
meaning of those words”. 


For the taxpayer it was submitted 
finally that there was in effect no gift 
because of the identity between the tax- 
payer and the company, arising from the 
fact that the taxpayer was entitled on a 
winding-up to nine-tenths of the com- 
pany’s assets. One of the Board Members 
stated, however, that as the company’s 
articles excluded the holders of the 
management shares from participation in 
the assets of the company (other than 
the repayment of capital) the shares held 
by the taxpayer did not entitle him, on a 
winding-up, to nine-tenths of the assets. 
Another Member expressed the view that 
the subscription for and allotment of the 
shares was not part of the sale trans- 
action, that if the rights which the 
taxpayer acquired as a shareholder were 
worth more than £1 per share sub- 
scribed by him, this was nothing more 
than a consequence of the sale of the 
property at less than its true value. 


The Board held, therefore, that the 
transaction constituted a gift for the 
purposes of the Gift Duty Assessment 
Act, and that the value of the gift (the 
inadequacy of the consideration) was 
£13,000. 


ASSIGNMENT OF SALARY 


Portion of a visiting university 
lecturer’s salary assigned to his wife, 
was held by the Board of Review 
to represent part of the assessable 
income of the assignor. 


A member of a firm of solicitors 
accepted an appointment as a visiting 
lecturer at a university. The annual 
salary was £200, payable £66/13/4 each 
term. 

Four days prior to the end of the first 
term, and before that term’s salary was 
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paid, the taxpayer executed a deed under 
which he assigned to his wife, absolutely, 
the whole of his right, title and interest in 
the first term’s salary. 


Taxpayer’s income tax return made no 
reference to his employment by the uni- 
versity. A concessional deduction was 
claimed for his wife, whose separate in- 
come was shown as £64. On the basis 
of the figures shown in the return, an 
assessment was issued to the taxpayer. 


A return was also lodged by taxpayer’s 
wife, showing the salary, after the de- 
duction of tax at the source (£64) as her 
only income. The group certificate issued 
by the university to the taxpayer, and the 
document by which the income was 
assigned to her, were forwarded with the 
return. 


The Commissioner issued an amended 
assessment including the amount of £66 
in the taxpayer’s assessable income. The 
taxpayer objected to this amended assess- 
ment, contending that the income so 
included was not his, because it “had 
been absolutely assigned to (his wife) by 
a bona fide and valid written absolute 
assignment”. He also claimed that as 
full and true disclosure had been made 
by him, the amended assessment was 
invalid, as it was not made to correct an 
error of calculation or a mistake of fact. 


The Board of Review, in 8 C.T.B.R. 
(N.S.) Case 30, decided that there was 
ample authority for the inclusion of the 
salary from the university in the tax- 
payer’s assessable income. All the tax- 
payer had done was to deal with re- 
muneration which was payable to him; 
this did not make the remuneration any 
the less assessable to tax in his hands. 


It was further decided that the tax- 
payer had not made in his return a full 
and true disclosure of all the material 
facts necessary for his assessment. In 
that return, there was no mention of the 
university income or of its assignment, 
but’ simply a statement that his wife had 
a separate net income of £64. The 
necessary information was disclosed in 
the wife’s return and accompanying letter, 
and this could not be regarded as a 
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compliance by the taxpayer with the re- 
quirement that a full and true disclosure 
should be made. In fact, it appeared that 
the taxpayer had deliberately refrained 
from making such disclosure, in view of 
the fact that the group certificate issued 
to him had accompanied his wife’s re- 
turn. She could not have obtained a 
credit for the tax deducted from the 
salary. 


The Board concluded therefore that 
the amendment of taxpayer’s assessment 
should stand, as full and true disclosure 
had not been made. The question of 
whether the assessment was amended to 
correct a mistake of fact did not, there- 
fore, need to be considered. 


LEASE OF CROWN LAND 


The Board of Review decided 
that land used as a cattle loading 
centre, and intended for use for 
fattening cattle, was not used for 
primary production (Section 88A 
(1)) of the Income Tax Assessment 
Act. 


Section 88A (1) of the Act provides 
that a lease from the Crown of land 
used for primary production shall not 
be subject to the lease provisions of the 
Act. 


“Primary production” is defined as 
“production resulting directly from the 
cultivation of land or the maintenance of 
animals or poultry for the purpose of 
selling them or their bodily produce in- 
cluding natural increase . . .” 


The taxpayer company acquired from 
the Crown a lease of 22 square miles of 
land, for a period of twenty years from 
1 July 1953. The land fronted a 
navigable river and adjoined a number 
of cattle properties, and was thus suit- 
able as a cattle loading centre. The 
land was also suitable for grazing, and 
the company stated that it was intended 
that it should be used for fattening cattle, 
and as a stud. 


Fencing was erected, staff quarters and 
an airstrip were built, and the company 
carried on the business of transporting 
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and shipping cattle. Then, being in need 
of further capital, it was decided to 
dispose of the undertaking to a public 
company; the sale took place on 1 
October 1953. 


Among the assets sold was the Crown 
lease, for which an amount of £2,750 
was received, and it was claimed that 
this amount should not be assessed as 
a lease premium, as the land was used 
for primary production within the mean- 
ing of Section 88A. 


The majority of the Board was of the 
opinion that the land was not “actually 
and in fact” used for primary production; 
the use of the land as cattle loading 
yards does not satisfy the definition of 
primary production, and the intention to 
use it for fattening or breeding purposes 
was never carried out. The company did 
not at any stage buy, own, graze or 
breed any cattle, and no agistment of 
cattle was undertaken. 


The dissentient Member of the Board 
took the view that, having regard to 
authorities which deal with the question 
as to when or at what stage of its 
development a business may be said to 
have commenced, the taxpayer company 
had used the subject land for primary 
production. 


In this view, it was considered that 
the intention to use the land for grazing 
was a relevant factor, that “there was a 
continuing course of activity whereby the 
land was being improved as part of the 
exploitation of its cattle raising or pas- 
toral potential”. Land has to be acquired, 
cleared and drained, roads made and 
buildings erected before cultivation be- 
gins, and whilst it was true that no 
actual purchase or depasturing of cattle 
had been undertaken, the fact that such 
preliminary work was done was sufficient 
to conclude that the land was used for 
primary production. 

The inclusion of the lease premium 
in the company’s assessable income was 
confirmed. The decision is reported in 
8 C.T.B.R. (N.S.) Case 27. 
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HE legal firm of Messrs. Nicholas 

O’Donohue & Co., of 493 Law 
Courts Place, Melbourne, has recently 
installed a National Class 32 ten-total 
accounting machine* which now handles 
the varied book-keeping involved in a 
legal practice. The 26 inches wide car- 
riage of the machine permits the posting 
of allied records simultaneously, thus 
eliminating the double, sometimes treble, 
handling of original media. 


So far as is known, this is the first 
installation in a legal office in Australia 
to carry mechanisation to such an ad- 
vanced degree. Only of recent date. in 
Victoria has it been possible to make 
use of such a machine through its full 
operative range in a legal office. In 
December last the Law Institute amended 
Rules (Legal Profession Practice Act) 
to permit the issue of receipts from a 
machine as an alternative to receipts 
issued from bound books, which would 
preclude mechanical operation. For 
solicitors practising in Victoria, however, 
the Institute still insists that receipt forms 
and cash receipt sheets shall be printed 
and distributed by one particular firm 
only, Harston Partridge & Co. Pty. Ltd., 
on an order endorsed by the Institute. 


DETAILS OF PROCEDURE 


When receipts, bank deposit slips and 
cash receipt sheets are prepared, the 
amounts are simultaneously posted to 
the relative ledger cards, as also with 
cheques and cash payments sheets. The 
posting of costs and disbursements, the 
transfer of these where relevant from the 
trust accounts, the calculation of mort- 
gage interest and the completion of mort- 
gage records are all handled accurately 
and speedily by the machine. The par- 





* Supplied by the National Cash Register Co. 
Pty. Ltd. ‘ 
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Mechanisation for Legal Office. 





By D. DEVITT, A.A.S.A. 


ticular installation described here covers 
two trust ledgers (one specifically for 
payments under mortgages and contracts 
of sale), costs ledger, disbursement ledger 
(covering disbursements paid out on be- 
half of clients and not yet rendered), 
general ledger and mortgage register, and 
the listing of balances. To differentiate 
between the various ledgers, distinctive 
colours are used for the related receipts, 
cheques, cash books and ledger cards. 


Receipt and Cheque Writing and Ledger 
Postings 


The procedure is the same for all 
ledgers. A carbon-backed receipt or 
cheque on the relevant account, together 
with cash receipt or payment sheet in 
duplicate is placed in the left hand side of 
the carriage of the machine, the relevant 
ledger card into the right-hand side. By 
the incorporation of the matter number 
in the key shown in the proof column of 
the ledger card, posting to the wrong 
account is eliminated. When the receipt 
or cheque is written the amount is auto- 
matically posted to the credit or debit 
of the ledger card. Provision is made 
for the typing of all necessary details both 
on receipt and ledger cards. 


In the case of- the particular trust 
account to which payments under mort- 
gages and contracts of sale are posted, 
a statement form ruled identically with 
the ledger card is placed over the card, 
the ledger then becoming a carbon copy, 
and this statement is forwarded to the 
mortgagee or unpaid vendor with his 
cheque. The tremendous saving in typing 
time, particularly in the case of mort- 
gagees with a large number of mortgages, 
is obvious. Similar statements are also 
placed over disbursements ledger cards 
and may be taken by the costing clerk 
of the various departments when pre- 
paring bills of costs. This removes the 
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Illustration No. 1: Showing the heading and ruling for the costs journal and costs 
ledger with the latter superimposed in operating position, the col 

to both sheets being in register. The actual size of the costs journal sheet is 18 
inches wide by 15% inches deep. The costs ledger sheet is 10 inches deep. 


need or possibility of cards being bor- 
rowed and the consequent risk of loss. At 
the end of a posting run, the totals are 
cleared to the relevant control accounts 
and bank accounts. Petty cash payments 
(in the case of client’s disbursements 
daily, office expenses, etc., monthly) and 
journal entries are also posted and in the 
case of disbursements cleared to the rele- 
vant control accounts. 


Bills of Costs 


The ruling of the costs journal sheet, 
which is prepared simultaneously with 
the costs ledger is shown by illustration 1. 
Disbursements and costs are listed and 
automatically posted to the ledger card. 
Typing is eliminated in this operation. 
the reference number enabling the trip- 
licate copy of the bill of costs, which is 
retained by the accounts department, to 
be readily located later if necessary. The 
code analysis in this particular installation 
is used to show the department involved 
—which enables the necessary statistical 
data, both as regards costs rendered and 
costs outstanding, to be readily obtainable 
—but can be used instead to show the 
period of time for which the account is 
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outstanding—the code number then being 
the month in which the bill of costs is 
rendered. 


When all costs and disbursements have 
been debited to the relevant costs ledger 
card, the disbursements rendered are 
credited to the disbursement cards, agree- 
ing in total with those debited to the 
costs ledger cards. By keeping a separate 
disbursement ledger, the amount owing to 
the firm on unrendered disbursements is 
always instantly available, the accounts 
department always has a record of the 
amount owing by a client to complete his 
dealing, and the balance lists of this ledger 
provide a valuable means of control over 
the speedy rendering of accounts for 
matters which are completed and the 
speeding-up of matters which may be 
lagging. 

The third and final operation which 
completes the entering of bills of costs 
is the transferring of costs and disburse- 
ments rendered from the trust account 
to the firm account. The client’s costs 
ledger card on which the total of the 
bill of costs rendered has been debited, 
is placed on the left-hand side of the 
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machine, the relevant trust ledger card 
on the right. The amount is credited to 
the costs ledger card and automatically 
debited to the trust ledger card, thus 
making the operation not only very fast, 
but completely accurate. As with the 
previous operation, totals are cleared to 
the relevant control accounts, to the costs 
account and to an account showing the 
amount of costs and disbursements due 
to the firm by the trust account. 


Mortgage Register 

This is a register, not a ledger but it 
is so designed that it can be balanced at 
any time. The ruling below (Illustration 
No. 2) shows the information covered. 

Towards the end of the month, all 
interest falling due during the following 
month is calculated on the machine and 
debited on the mortgage register card, 
together with any instalment of principal 








principal, the machine reduces the balance 
of interest to nil and automatically offsets 
the residue against the principal sum. 
Each of the last four balances prints 
automatically, thus reaching a high degree 
of speed and accuracy. As with all other 
postings, totals are cleared to control 
accounts which enable this register, 
though not a book of account, to be 
balanced. 


Safeguards 

The above outline completes the sys- 
tem, but this description would not be 
complete without reference to the safe- 
guards against inaccuracies. As has 
already been shown, a good deal of 
posting is automatic, which ensures that 
the amount on the original entry must 
be on the ledger card. The balance 
column is printed automatically, and, in 
addition, the machine carries an extremely 
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Illustration No. 2: 


Showing ruling of mortgage register. The actual size of the 


mortgage register sheet is 13 inches wide by 12% inches deep. The part above 
the ruling (not shown here) carries complete details of the mortgage. 


due. A statement form with identical 
ruling in duplicate is placed over the 
register card, ending at the total due 
column. The original of this statement 
is sent to the mortgagor as his notice of 
payment, the copy is filed in date order 
and is thrown away when paid, thus 
providing that details of any arrears are 
always readily available. Insurance pre- 
miums are also debited. 


All mortgage and contract of sale 
collections are paid into a special trust 
account into which no other monies are 
paid. At the end of a run of receipts in 
this particular trust account, the pay- 
ments are posted to the mortgage register 
card, repayments column. In a case 
where a payment includes interest and 
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effective device against picking up a 
ledger balance incorrectly, or posting to 
a wrong card. 


The use of zeros is interesting. Not 
only does the machine print zeros when 
correct balances and cards are introduced 
—all printing of pick-up figures is there- 
fore eliminated—but also when complete 
and accurate postings are made to the 
various ledgers, and when the control 
accounts have been correctly posted. All 
that is required for complete supervision 
is a study of the proof sheets to ensure 
printing-out of the necessary zeros. 


Control of Output 


A procedure manual has been prepared 
for the machine operators to ensure that 
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the work will be done in the most con- 
venient order and with a minimum of 
change from one procedure to another. 
Control of output is maintained by the 
use of a control sheet which lists the 
various duties the machine is called upon 
to perform, the times when these should 
be done and as each operation is com- 
pleted the relevant section is marked by 
the operator. By this means the accoun- 
tant can at any time see how the work 
is progressing and whether any further 
assistance may be required to feed in 
any work to the machine. 


Simplicity of Use 
While this description may give the 
impression that the installation is rather 





complex, it is actually extraordinarily 


simple in operation. For each type of 
operation the requisite bar (this instal- 
lation has six) is placed on the machine. 
For each bar, the suppliers have prepared 
a guide key which the operator simply 
follows step by step. 


As all accountants in legal offices are 
aware, there is more book-keeping work 
in a legal office size for size than in a 
commercial house. The installation de- 
scribed, even after only one month’s 
operation has demonstrated its efficiency. 
It has dramatically cut down the book- 
keeping time and most importantly, every 
ledger balance proved correct on first 
listing. 





Recent Legal Decisions 


Discussed by L. C. VOUMARD, B.A., LL.B. 


Power to Fill Vacancies on Board 


Although the precise questions to 
be answered in Way v. A. G. Way 
& Co. Pty. Ltd. (1959) V.R. 370, 
turned solely on the construction of 
certain of the company’s articles of 
association, the case is nevertheless 
of some interest in view of the fact 
that the articles of many other pro- 
prietary companies are in substan- 
tially the same terms. 


One of the points involved was this. 
By article 65, certain persons were 
named as directors, and it was provided 
that they were to hold office “until they 
die or resign or cease to hold 50 shares 
in the company.” Article 84 provided: 
“Any casual vacancy in the board of 
directors may be filled up by the directors 
but the person so chosen shall be subject 
to retirement at the same time as if he 
had become a director on the same day 
on which the director in whose place he 
is appointed was last elected a director.” 
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It was sought to apply this provision 
against a person appointed to replace one 
of the persons named as permanent 
directors in Article 65. But it was held 
that the provisions of article 84 related 
only to vacancies which occurred when 
the person whose place is to be filled was 
elected as a director under the rotation 
system, so that he was liable to retire at 
an annual general meeting of the company 
some years later, and that time has not 
arrived when the vacancy occurs. Those 
provisions did not apply to vacancies 
caused by the deaths of directors named 
as permanent directors in article 65. 


The second question involved the 
meaning of articles 69 and 85. The 
former provided that so soon as a certain 
named person ceased to be managing 
director of the company “the company in 
general meeting shall appoint directors 
including a managing director for life to 
whom the provisions as to the matters 
aforesaid of these articles shall (apply).” 
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Article 85 was as follows. “The directors 
shall have power at any time and from 
time to time to appoint a person as an 
additional director who shall retire from 
office at the next following ordinary 
general meeting but shall be eligible for 
election by the company at that meeting 
as an additional director.” It was urged 
that the operation of the power conferred 
on the company in general meeting by 
article 69 was to be restricted because of 
the power given in article 85. This, if 
correct, would have restricted the power 
of a general meeting. But it was held 
that it was not so. The powers were 
different in their nature. The power under 
article 69 was not a co-ordinate power 
with that conferred by article 85, and 
there was no reason, therefore, for 
limiting the power given to the company 
by axticle 69 in the manner urged. 


B List Contributors 


The English case of Re Apex 
Film Distributors Ltd. (1959) 2 All 
E.R. 479 dealt with the question of 
the liability of B list contributories 
on winding up. 


The capital of the company consisted 
of a large number of partly paid redeem- 
able preference shares, a large number of 
partly paid preferred ordinary shares, 
and a small number of fully paid deferred 
shares. In July, 1953, one W, who already 
owned some of the redeemable preference 
and preferred ordinary shares, acquired 
the remainder of the issued redeemable 
preference and preferred ordinary shares. 
Eight months later, on 23 March, 1954, 
the company was ordered to be wound 
up compulsorily. Subsequently the com- 
mittee of inspection made a call for the 
entire amounts still unpaid on the shares 
held by W, and when, in May 1957, it 
had proved impossible to obtain any 
contribution from W (the A list con- 
tributory) the liquidator made calls on 
those people who had sold their shares 
to W eight months before the winding 
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up began. Later still, an order was made 
for a total payment by the B list con- 
tributories of £22,504, being the amount 
needed to meet the debts of the company 
incurred before they ceased to be mem- 
bers. 


Shortly after that the debts of two 
creditors, amounting in total to just under 
£14,000, were purchased by another 
company, and that company by deed 
released the debtor company, its liquid- 
ator, and the contributories from all 
liability for the debts so purchased. 
Thereupon the B list contributories sought 
to have the amount demanded from them 
reduced by the amount of £14,000 odd, 
that being the amount of debts released. 
Unfortunately for them, they were un- 
successful. 


Their application really raised the 
question whether a release of a debt 
owed by a company, given after a call 
had been made on B list contributories, 
was effective to reduce the liability of 
those contributories. Wynn-Parry, J., 
took the view that it was not. Section 
212 of the Companies Act, 1948 (Eng.), 
which has its counterpart in our local 
legislation [see, e.g., Section 156 of the 
Companies Act, 1958, (Vic.)] sets out 
the extent of a past member’s liability, 
and when the liquidator quantifies the 
liability of a B list contributory by 
reference to that section, he makes calls 
on the B list (assuming, as was the fact 
here, that default has been made by the 
A list contributories). Then Section 214 
(cf. Vic. Section 157) operates. By it, 
the liability of the contributory (which 
came into existence when he first became 
a member of the company) creates a 
debt in the nature of a specialty. And 
that debt becomes payable when a call 
is made. 


The debt having become so payable, 
his Lordship went on, “it follows .. . 
that . . . the only way in which it can be 
extinguished is by payment, and that 
once the debt becomes payable it is not 
open to a B contributory to reduce his 
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liability by buying up any of the debts 
owed by the company before he trans- 
ferred his shares, because the result of so 
doing would be to reduce the amount of 
the debt which the statute clearly says 
that he owes.” There is authority to the 
effect that a release of a debt in respect 
of which a B list contributory is liable 
to be placed on the list of contributories 
will be effective if it is given before a 
call is made on that B list contributory, 
but that was not the case here. The 
release had been granted after the call 
had been made, and the consequence 
was that the application to have the 
amount due from the B list contributories 
reduced was dismissed. 


Implied Warranty as to Fitness for 
Purpose 


In the case of a sale of goods 
there arise, in the absence of any 
contrary agreement, various implied 
terms, including implied terms as 
to the quality and fitness of the 
goods for a particular purpose made 
known to the seller by the buyer. 


Likewise, in the case of a hire-purchase 
agreement, there are again implied terms 
(under the Hire Purchase Act, 1959, 
Vic.) relating to the quality and fitness of 
the goods for a particular purpose. But 
what is the position where goods are 
merely let out on hire from one person 
to another? If the “hirer” makes known 
to the “owner” for what purpose the 
hired goods are required, is there any 
implied term that the goods shall be 
reasonably fit for that purpose? Or is it 
enough if the “owner” takes reasonable 
care to ensure that they are fit for that 
purpose? This question was recently con- 
sidered by the Full Court of the Vic- 
torian Supreme Court in Star Express 
Merchandising Co. Pty. Ltd. v. V. G. 
McGrath Pty. Ltd. (1959) V.R. 443. 


S had hired a trailer from M for two 
weeks ut £20 per week to enable him to 
carry a load of steel from Melbourne to 
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Adelaide. M knew that the trailer was 
required for this purpose. The steel was 
loaded on the trailer hired, but fairly 
soon afterwards the trailer collapsed, 
with resultant damage and loss to S. The 
cause of the collapse was a fault in the 
trailer, but this could not have been 
detected except by a close examination. 


In an action for damages by S against 
M, M said that his duty was only to 
exercise reasonable care to ensure that 
the trailer was reasonably fit for the 
purpose for which S wanted it. If this 
were the extent of M’s obligation, then 
he would have been under no liability to 
S. But, said S, M’s responsibility was 
not limited to taking reasonable care. In 
cases such as this, he contended, there 
was to be implied into the contract 
vetween the parties a warranty that the 
trailer hired was reasonably fit for its 
intended purpose; its collapse had made 
it plain that it was not so fit, and the 
fact that M might have exercised reason- 
able care did not operate to relieve him 
from liability. On this argument, the 
implied term was to the same effect as 
that implied on a sale of goods; the fact 
that the goods are not reasonably fit for 
their purpose makes the seller liable, ir- 
respective of any fault on his part. 


The Court gave judgment for S. Had 
the hiring been of a specified chattel— 
e.g., if S had said, “I want to hire that 
trailer”’—tthere would have been no im- 
plied warranty, but on the evidence he 
had hired “a trailer’—i.e., there had 
been a hiring of unascertained goods. 
And in those circumstances the position 
was as follows. “Where there is a 
letting for reward of unascertained goods, 
and the purpose for which the goods are 
to be used by the hirer is expressly 
made known by him to the owner, there 
is an implied warranty that the goods 
supplied are reasonably fit for that pur- 
pose. Such a warranty goes beyond a 
mere promise by the owner that he will 
use reasonable care to supply goods 
reasonably fit and suitable for the dis- 
closed purpose.” 
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Australian Economy 


Current Trends in the 





An address by Professor R. I. DOWNING, Dean of the Faculty of 
Economics and Commerce and Ritchie Professor of Research in 
Economics, University of Melbourne, at the convention of the Victorian 
Division of the Australasian Institute of Cost Accountants, held at 
Eaglehawk Neck, Tasmania, on 11 April, 1959. 


T is difficult in present circumstances 
to talk to this ever-popular subject 
of current trends in the economy. For 
the plain fact is now, and has been for 
three years, that there are practically no 
trends in the Australian economy. For 
the economic publicist, everything is 
standing embarrassingly still. 


Of _ course in a_ situation where 
experience has suggested to us that, if 
an economy is not going up, it will be 
going down, it is a matter for some 
complacency, even optimism, that we 
have been so stable — it is also a matter 
for some worry. 


There is no evidence in any of the 
economic indicators that the economy 
will do anything different in the next 
year or so from what it has been doing 
in the past year or so. There has been 
a gentle expansion and this looks like 
= and could even strengthen a 

e. 


This has happened in the teeth of 
what we might have expected. We have 
been through a long period of rapid 
development, heavy investment and 
favourable export prices. There then 
impinged on us an overseas recession 
and a sharp reduction in export prices, 
with wool prices now about 45 per cent. 
below their 1956/7 level, and export 
prices generally about 30 per cent. down. 


_In_ the early nineteen-thirties, a 
similar situation led to a collapse of 
overseas investment in Australia and a 
crisis of liquidity as banks called in 


loans and shut down on advances. There 
ensued a sharp downturn of farm 
spending and _ business confidence. 
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Government revenue fell and so did 
government spending. This led to a 
cumulative downward spiral of employ- 
ment, incomes and spending, with 
unemployment eventually reaching 33% 
of the work force and the “C” series 
index figures falling by 23% from 1929 
to 1933. 

In 1952-3, there was a slight economic 
recession lasting only some eighteen 
months. The present recession has 
lasted over three years, but has not led 
to, and gives no sign of leading to, a 
similar downward spiral. A number of 
forces has operated to prevent such an 
unhappy development. 


1. Farmers have been helped by bank 
finance to maintain their investment 
and their current expenditures, despite 
falling incomes. 

2. Governments have maintained their 
spending despite a threatened fall in 
revenue. 

3. Bank liquidity has been maintained 
by central bank policy which, by 
government direction and guidance, is 
specifically directed to maintain full 
employment as well as stable prices. 

4. Businessmen have, in the first place, 
been prepared to act and to spend on 
the assumption that these things would 
be done to keep up the economy; and, 
in the second, have been prepared to 
assume that population growth and 
the long-term expansion of the 
economy would continue. All firms, 
but particularly the large firms, have 
been prepared to stick to long-term 
expansion plans, undeterred by short- 
term recessions. They have been able 
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to get both the finance and the 
physical resources needed for this 
continuance of their investment plans. 
5. Overseas investors, particularly in the 
United Kingdom with her currently 
favourable balance of payments, have 
had funds available for investment and 
evidently Australia has seemed to them 
a relatively attractive place to put their 
funds. 
Thanks to these forces, we can paint 
a reasonably rosy picture of the present 
and of immediate prospects. 


External Balance 


Balance of Payments (£Am.) 
Est. Est 


56/7 57/8 58/9 59/60 
Exports 978 814 770 840 
Imports —718 —791 —800 —800 
Invisibles —167 —201 —210 —210 
Capital inflow 119 136 190 190 
Reserves ‘ +212 — 42 — 50 + 20 
The fall in export income, from 


£978m. in 1956/7, through £814m. in 
1957/8 to an estimated £770m. in 
1958/9, would normally have caused a 
sharp fall in reserves and a sharp 
restriction of imports. But fortunately, 
we entered this period with reserves at 
the high level of some £570m., so we 
could afford to wait and see what would 
happen. In the event, overseas investors 
who had lent us £120m. in 1956/7, 
increased their lending to £140m. in 
1957/8. In the first six months of 
1958/9 they lent us £105m. leading to 
an estimated £190m. for the full year. 

We have therefore been able to raise 
imports from £720m. in 1956/7 to 
£800m., and have lost only £40m. of 
reserves in 1957/8 and an estimated 
£50m. in 1958/9. Reserves should be 
at the still healthy figure of some £480m. 
at June, 1959. 

As for prospects, we have long 
believed that wool prices were abnormally 
depressed by the overseas recession and 
would rise during 1959/60. This hope 
seems all the more reasonable in view 
of the latest prices from the Sydney 
sales. It is now possible that export 
incomes will rise by at least £70m. next 
year. If capital inflow remains as high, 
we should then have an increase in our 
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reserves; at worst, any further fall in 
reserves would be but modest. 

Not only then does our balance of 
payment prospect look reasonably sound 
but, both in being good and also in 
being better than expected, it must at 
least maintain if not strengthen internal 
confidence. 


Internal Balance 


Internally, the key criteria of economic 
stability and growth are unemployment, 
prices and costs and productivity. Here 
again all is satisfactory and the prospects 
seem set fair. 

Unemployment at some 77,000 regis- 
tered unemployed seems high only by 
comparison with the much lower figures 
of 10-20,000 to which we have been 
used. But these low figures were always 
described as symptomatic of over-full 
employment, since vacancies were up 
round 60-70,000 compared with 25- 
30,000 today. 

But in fact, today’s figure, equal to 
14%2-2% of the work force 
(i) is moderate in comparison with pre- 

war experience, post-war expectations 

and overseas post-war experience; 

(ii) is not provoking audible protests 
from trade unions nor obviously 

__ visible suffering among workers; 

(iii) involves no deterioration from the 
plateau to which seasonally corrected 
figures rose by stages from late 1955 
to April, 1958, during which period 
unemployment was rising by some 
20,000 a year. Registered unemploy- 
ment has got no worse in the last 
year. 

Prices, if rising, imply overspending 
and excess demand, inefficiencies and 
wastes of production because of 
shortages and carelessness over costs, 
and injustices of distribution. 

Over the last two years, in great 
contrast to the last fifteen years in 
general and to the previous two years 
in particular, we have had wholesale 
prices falling nearly 2%, and retail prices 
rising about 4%. In the same period, 
retail prices have risen by 6% in the 
United Kingdom; by 42% in the 
United States; and by 9% in New 
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Zealand. Wages have risen by less than 
4%, and earnings by about 7%. In 
the same period, earnings have risen in 
the United Kingdom by 14%. 
Productivity 

Official statistics of the volume of 
production are available in Australia 
only for primary industries. The A.N.Z. 
Bank publishes an index of manu- 
facturing production. Recently, Dr. 
Salter has put together the available 
information on _ productivity in the 
economy as a whole and has submitted 
in evidence to the Arbitration Court the 
following figures, based on his “middle 
estimates”. 


Annual Per Cent. Increases 


1952/3 to Estd. 
1956/7 1957/8 1958/9 
Internal productivity 


Manvufacuringt (A.N.Z.) m 62 52 
a 4 


Primary (Official) 7 
(drought) 
Overall internal 
productivity 22 2 4 
Effectivxe Productivity* 2 —I2 +12 


*Allowing for External terms of trade. 


If we regard the sharp fall in terms of 
trade over the last two years as three- 
quarters temporary, the effective produc- 
tivity would have shown increases of 
2%2% p.a. in 1957/8 and 1958/9. 


This rise in productivity is satisfactory 
in itself, implying as it does that, if 
unchecked by wars, living standards 
would double every 28 years. It is also 
satisfactory by standards of international 
comparison. 

It is the more impressive in that it 
has been achieved in a period when 
population and work force have been 
growing by 2-242% a year, giving us 
total economic growth at the rate of 
about 5% a year. 

Available economic indicators suggest 
that recent movements in the economy 


ECONOMIC INDICATORS 
Increases from one year earlier 


July to 
Dec. Dec. 
1957/8 1958 1958 
% % % 
Manufacturing production 8.5 7.5 7.5 
Civilian employment 4 9 1.0 
Debits to Bank Customers’ 

A/cs 5.2 5.7 59 
Retail sales 45 4.0 7.5 
Motor vehicle registrations 11.5 9.0 9.0 
New hire-purchase finance 25.0 20.0 17.0 
34 active share prices 70 6.0 8.0 
New houses commenced 5.2 12.2 10.46 
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have been pretty much the same as 
movements a year earlier. 


The banks’ ratio of liquid assets and 
government securities to deposits is 
adequate to allow an expansion of bank 
credit should the demand exist and the 
banks be willing to lend. There has 
been a substantial increase in the volume 
of new money raised by companies. The 
latest survey of investment plans shows 
investors planning to spend rather more 
than a year earlier. There has been no 
significant increase in stocks over the 
last couple of years so businesses are 
unlikely to be embarrassed by excess 
inventories. 


I conclude from these indicators that 
trends in the economy are likely to be 
pretty much the same in the current 
year as they have been in the past — 
essentially a gentle expansion. 


If in itself and at first sight this seems 
a fairly satisfactory prospect, it is I feel 
less so if we consider potential output 
— what we might have produced had 
we maintained our earlier growth and 
used all our available resources. For 
the fact is that over the last three years, 
the numbers in civilian employment have 
been rising by much less than they were, 
on the average, during the previous 
ten years. 


A Puzzle 


Before building too much on these 
figures, we should look at a problem now 
looming large in economic interpre- 
tation. 

Between June 1947 and June 1955, 
the work force increased on the average 
by about 66,500 a year, and was fully 
employed except for the short recession 
in 1952/3. The increases in civilian 
employment in the following three years 
were : — 

June 1956 + 53,600 

June 1957 + 10,100 

June 1958 + 21,600 

June 1958 to Jan. 1959 + 24,000 
Over this same period, increases in 


registered unemployment were:— 
June 1956 + 12,400 
June 1957 + 20,700 
June 1958 + 14,900 

June 1958 to Jan. 1959 + 14,800 
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OPPORTUNITY KNOCKS BUT ONCE 
... 50 the old adage says 


It is true that the SAME opportunity knocks once and only once. It is equally true 
that there is more than ONE opportunity. 

TODAY, as never before, opportunities abound and whilst those missed are gone 
forever, TOMORROW'S opportunities may still be grasped as they come. 

The best plan is to improve to-day’s so that tomorrow’s will not be lost, too. 

The opportunities in commerce and industry are being seized by those who are 
qualified. Professional qualifications are one of the determining factors for success in a 
business career. 

Most present senior executives are qualified accountants, secretaries or cost accoun- 
tants and as such they will wisely give due weight to the same qualifications in others 
when appointing junior executives. 

The MORAL — the future belongs to those who prepare for it — therefore — BE 
PREPARED. 

To assist ambitious men and women the A. E. Speck Commercial College has 
organised a closely-knit, efficient educational institution to prepare students for the 
examinations of the commercial professional institutes in classes and by correspondence. 


CLASS INSTRUCTION 
Accountancy examinations 

Classes for evening students preparing for the May, 1960 examinations of the 
Institute of Chartered Accountants in Australia and the Australian Society of Accountants 
will begin on November 16, 1959. 

Students may enrol for the complete course of separate subjects for each term. 
Cost Accountancy Examinations 

Classes preparing candidates for the May, 1960 examinations of the Australian 
Institute of Cost Accountants will commence as follows — 

Papers 3, 4 and 5 — 18 November, 1959. 

Papers 1 and 2 — 20 January, 1960. 
Secretarial Examinations 

Classes for the May-June, 1960 examinations begin on Tuesday, 19 January, 1960. 
Institute of Sales Management 

Classes begin from 16 November, 1959 for the May, 1960 examinations. 


CORRESPONDENCE INSTRUCTION 

Correspondence students may enrol at any time which suits them and prepare for 
their accountancy examinations in the quiet comfort and convenience of their own 
home. 
STUDENT AIDS 

Model Answers to the A.S.A. examinations are published as follows:— 





Stage 1—Accounts and Auditing. Stage 3—Advanced Accounts Part ‘A’. 

Stage 2—Company Law & Accounts. Stage 3—Advanced Accounts Part ‘B’. 

Stage 1 and 2—Commercial Law ‘A’ and Stage 3—Auditing and Business Investiga- 
‘B’ tion. 


PRICE 5/- for each separate booklet for each examination—post free. 


Monetary Theory and Practice. 
Income Tax Law and Practice. 
PRICE 4/- for each separate booklet for each examination—post free. 


Model Answers have been prepared for the examinations conducted by the Aus- 
tralasian Institute of Cost Accountants. 
Separate booklets are available for May and October, 1957, 1958 and May, 1959. 


PRICE 10/- each booklet—post free. 
Please add exchange to cheques where applicable. 
Further information gladly supplied free upon request. 


A. E. SPECK COMMERCIAL COLLEGE 
138 Flinders Street, Melbourne, C.1, Victoria + Phone: MF 4648 


“The future belongs to those who prepare for it”. 























The Australian Accountant, September, 1959. 









The simple matter of facts 


Every day business management 
is faced with the necessity of 
evaluating a multitude of facts. 
acts about profits, facts about 
markets, facts about products. It’s 
IBM’s business to organise facts for 
timely executive decisions—to give 
business management, in a useful form— 
he information needed for decisive action 
/o-day—for intelligent planning for ‘omerrow. 
That’s why every working day another Electronic 
Data Processing System goes to work for business 
—processing vast amounts of paper work at 
speeds never before thought possible ; supplying 
oncise highlighted management reports for 
‘management by exception.” ; providing a 
better and faster way to work—a¢ /ess cost. 
There was never a better time than sow to see 
how IBM electronics can help your company. 
Data Processing Applications include : ALL accounting 
procedures ; stock and production control records ; 


sales analyses ; operating reports ; personnel records : 
Mathematics, Science and Engineering. 
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IBM AUSTRALIA PTY. LIMITED Sydney - Melbourne + Brisbane + Adelaide + Perth 
Hobart « Canberra « Newcastle + Port Kembla « Geelong «+ Shepparton 
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During the year to June 1956, civilian 
employment plus registered unemploy- 
ment rose by 66,000 — approximately 
equal to the presumed increase in the 
work force. In the two subsequent 
years, we can account for only 30,800 
and 36,500 people respectively. And 
for the year from January 1958 to 
January 1959, we can account for 
31,000. 

Even allowing for various factors 
which might over these years have 
reduced somewhat the increase in the 
available work force — the drop in net 
migration, the retirement of women and 
older workers and the prolongation of 
young people’s education — it seems 
that our statistics are failing to record, 
as either employed or unemployed, a 
substantial number of people who should 
be in the available work force. 

The upsetting thing for the economic 
analyst is that we cannot find out, and 
no one can tell us, whether these missing 
men are in unrecorded employment — 
in which case the economy would have 
been showing a more satisfactory 
expansion over the last two years; or 
in unrecorded unemployment — in which 
case unemployment would be embarras- 
singly much higher. 

It is a shocking state of affairs that 
our most basic and important single 
economic indicator should have come so 
much into disrepute. We simply do not 
know either where the error is more likely 
to be. Employment statistics are based on 
the payroll tax and should be accurate, 
but may not be because of exemption 
from the tax. 

Unemployment statistics are an 
accurate record of people seeking jobs 
through the Commonwealth Employ- 
ment Service, but many people may not 
bother to register if jobs are thought 
hard to get. : 

We used to have available the so- 
called “trade union per cent. unemploy- 
ment” series. This was based on union 
secretaries’ guesses and, although the 
figures were always confirmed when 
checks were made — e.g. by censuses 
and the national register of 1939 — 
publication of the series was suspended 
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because of dissatisfaction with the method 
of compilation. At this stage it would 
be extremely interesting if the series was 
available as a check on unemployment 
statistics. The irritating thing is that 
the trade union returns are still collected 
but what they record is one of the most 
closely-guarded secrets of the Common- 
wealth Statistician. 

The fact that there has been so little 
audible protest or visible evidence of 
unemployment might make one feel that 
it must be the employment figures that 
are wrong. Two things are against this, 
however. 

First, over this period there appears 
to have been a significant drop in the 
rate of increase of the votume of 
non-rural production from about 6 per 
cent. a year to about 2% per cent. a 
year. Since productivity has been rising 
substantially throughout the period, these 
production figures imply that employment 
has been stagnant. 


Secondly, in 1955 and 1956, immig- 
ration added about 95,000 a year to our 
population — 55,000 males and 40,000 
females. In 1957, however, only 79,000 
were added — 36,000 males and 42,000 


females. In 1958, only 65,000 were 
added — 30,000 males and 35,000 
females. 


I suspect — and I find confirmation 
in our 1953 experience when net 
immigration dropped to 43,000, made 
up of 20,000 males and 23,000 females 
— that migration is one of our most 
sensitive indicators. The big drop in 
the figures, concealing a still larger drop 
in migrants seeking work, with most 
migrants coming in as dependants of 
those already here, suggests that employ- 
ment opportunities are markedly less 
good than they were. 


Economic Stagnation 


I conclude then that for 3% years 
since the beginning of 1956 we have 
been in a _ condition approaching 
stagnation. And the implication of our 
earlier analysis — that things are going 
on much the same way — brings little 
comfort: — 
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1. This will certainly not be good 
enough to keep net migration at 1 
per cent. and so to sustain the rate 
of growth to which we have been 
used in the last ten years, and on 
which we rely to expand our economy 
to a fuller realisation of its potenti- 
alities. 


2. Even if we abandoned our high 
migration target, this rate of expansion 
would not be big enough even to 
absorb the inevitable increase in our 
work force. We shall from now on 
be recruiting the natural increase of 
our working population from those 
born after 1942, when births rose 
rapidly from their then 137,000 to 
182,000 in 1947 and to 220,000 in 
1958. From 1947 to 1959, we were 
drawing on the depression births of 
about 110,000 to 130,000 a year. 
The impact of this emerges clearly 
in a paper presented by H. P. Brown 
to the Adelaide A.N.Z.A.A.S., dealing 
with the male work force only. Had 
there been no immigration since 1947, 
the male force would have increased 
by, on the average, only 13,000 a 
year. Thanks to migration, the 
increase in the male work force has 
averaged about 52,000 a year. 


From 1959 to 1970, however, even 
without any migration the male work 
force will grow by about 40,000 a 
year. Even to absorb this increase 
will require a much better performance 
from the economy than has been 
achieved over the last couple of years 
when only some 6,000 extra jobs a 
year have been available for males. 
In addition, we must expect between 
30,000 and 60,000 a year male 
migrants, adding between 20 and 
45,000 males a year to the work force. 
To employ an extra 60,000 to 85,000 
males a year, the economy must get 
back at least to its 1947-1955 rate 
of expansion, if not more. 

3. So far, as I said earlier, farmers, 
businessmen and overseas investors 
have kept up their expenditures in 
Australia because they have believed 
in long-term growth. . Unless some- 
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thing is done soon to reassure them 
that this growth potential is going to 
be realised, so justifying the 25 to 30 
per cent. of Gross Natural Product 
that has been invested in recent years, 
they are surely going to begin cutting 
back their expenditures. If this 
happens we shall really be in trouble 
because then a deflationary spiral 
would begin and would be difficult to 
arrest. It is much easier to build on 
a firm foundation of stability than 
a sagging one of depression and 
deflation. 


Need for Government Initiative 


I am sure that the great need, now, 
is for the government to give to the 
economy a lead and a stimulus in order 
to restore a higher rate of expansion. 


It is significant that, since 1951/2, 
when public works expenditure reached 
a post-war peak, expenditure has risen 
by only 22 per cent., while wholesale 
prices have risen 14 per cent., retail 
prices 25 per cent., G.N.P. 50 per cent. 
and gross private investment 39 per 
cent. 

Public works expenditure has in fact 
shown little real increase over these years. 
This stability might be acceptable if it 
was already giving us all the improve- 
ment of public assets we needed — there 
would then be room for an expansion of 
private investment and of consumption. 
But there are, in fact, serious and glaring 
deficiencies in our public capital equip- 
ment — nctably in roads, power, water, 
drainage and sewerage, housing, health 
and education. Even more serious, no 
further expansion of the economy can 
take place without an expansion of the 
public works which are essential to the 
development of our national resources; 
nor is a more rapid expansion of the 
private sector likely to be sought unless 
the lead and assurance of growth is 
given by an expansion of government 
activity. Private investment has kept up 
well — it is unlikely to do so indefinitely, 
and still less to expand, without this 
stimulus. 

To match total growth in the economy 
by some 5 per cent. a year, public works 
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should be growing by some £20m. to 
£25m. a year. To overcome deficiencies 
and to take up some of the present lag 
in the economy, this growth should 
probably be by £40m. to £50m. a year 
for the next few years. 


If the government were to undertake 
this extra direct expenditure and to 
provide this indirect stimulus to private 
enterprise that would ensue, it should 
also take effective steps to restore 
migration intake to its target level of 
100,000 a year. We have been able to 
absorb this number in the past and there 
is no indication yet that we would, in 
the long run, do anything but gain from 
a long-term continuance of this intake. 
But of course people will not come here 
if there are neither ample employment 
opportunities nor attractive living con- 
ditions. 

If migration and public works are 
stepped up, we need not fear that private 
business and farms will lag behind. 
There has been no lack of enterprise in 
the private sector to date and we can 
rely on it backing up the government’s 
expansion plans. In this joint expansion 
of the public and private sectors, I hope 
there will be active and plentiful co- 
operation to ensure that the total amount 
of investment spending is right and that 
the composition and location are adjusted 
to give balanced development. Expen- 
diture on industrial development should 
be balanced by development in social 
capital — housing, health and education. 
Public works and private investment 
should be located in places likely to yield 
not only economic production but social 
amenities. In particular we want to 
avoid inner suburban blight, outer 
suburban sprawl, and wasteful expendi- 
ture on transport, power, water and 
sewerage. 


Inflation, the Balance of Payments and 

Income-Distribution 

If we are at last to have a resumption 
of growth, three things in particular need 
watching. 

1. We must avoid a resumption of 
inflation. The last few years suggest 
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strongly that productivity grows fastest 
when the economy is not overstrained. 
The ideal prescription seems in fact to 
be less than over-full employment to 
promote efficiency, combined with a 
rapid rate of growth to promote 
confidence and flexibility and the easy 
absorption of mistakes. This prescrip- 
tion we are now in a position to fulfil — 
growth at 5% a year does not imply 
much reduction of present safety- 
margins for stability — it will merely 
stop them growing larger. 


The avoidance of inflation, as well as 
providing good conditions for maximi- 
sing productivity, also minimises socio- 
economic strain. There will be less 
injustice in income-distribution and less 
tension necessary to correct anomalies. 


We are proposing to raise investment 
not as a make-work, reflationary policy, 
but because the capital is urgently needed 
for efficiency and growth. The impli- 
cation is that people must be encouraged 
to go on saving and, to the extent that 
personal savings are inadequate, that 
businesses and governments must create 
their own savings by their pricing and tax 
policies. We must also continue getting 
in as much overseas capital as we can 
attract, so long as it appears that the 
resultant addition to our production and 
growth outweighs the extra burden on 
our balance of payments imposed by 
servicing the debt. 


2. We have embarked on an energetic 
programme to expand exports, particu- 
larly through trade treaties and inter- 
national agreements, and wool research. 
If export income, even augmented by 
recent and expected wool price increases, 
is not enough, supplemented by the 
overseas Capital inflow, to pay for all the 
imports we want, how shall we restrain 
the demand for imports? 


Basically there are three methods:— 


(a) tariff increases which increase the cost of 
and therefore reduce the demand for im- 
ported goods: 

(b) exchange devaluation which does this and, 
in addition, increases the yield of exports 
so raising exporters’ incomes and making 
exporting more attractive; 

(c) import licensing which arbitrarily limits 
imports but does not, like tariffs, check 
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demand by raising prices and drawing 

revenue to the government. 

If our situation was such that— 

(i) exporters needed an increase of income 
larger than they will get from expected 
price rises; 

(ii) export supplies were likely to respond to 
higher prices by expanded production— 
which is unlikely at least in the short run 
for our major exports; 

(iii) it was possible to appreciate as well as 
depreciate the exchange-rate—and our 1949 
experience and the vehement opposition from 
the farmers who hold the balance of 
political power suggest it is not: 

I should favour exchange devalution. 

As none of these conditions holds, the 

main effects of a devaluation are likely 

to be an internal inflation putting us 

back in as relatively unfavourable a 

position internationally as we had been 

before devaluation. 

I should favour more of the burden 
of restraining imports being put on tariff 
policy. At the same time, however, I 
should suggest that the Tariff Board 
should concentrate mainly on deciding 
what general level of tariff is necessary 
to ensure that our total overseas expen- 
diture does not exceed the funds we have 
available to meet them. It should leave 
to the government the task of maintaining 
full employment in the economy; and 
to private enterprise the task of deciding 
which industries can most profitably 
operate behind the general tariff required 
to protect Australia’s balance of pay- 
ments. 

However, in a period of rapid national 
development, and in a country whose 
export income is subject to wide 
fluctuations, it is probably necessary 
always at least to have the licensing 
machinery available to check high internal 
demand from spilling over into an excess 
demand for imports. Since I expect we 
shall have to live with import licensing 
for a long time, I welcome warmly the 
sincere efforts of the Department of 
Trade to increase the flexibility of 
administration of the controls, and their 
energetic attempts to expand exports so 
as to minimise the extent to which 
imports have to be restrained. 

3. Finally, a period of expansion 
involves maximising investment at the 


506 





The need for 
large savings from persons, governments 
and businesses makes it important to 
ensure that those with special needs are 
fairly served. 


expense of consumption. 


One instance is the unemployed. 
If we envisage having 70,000-80,000 
unemployed instead of 10,000-20,000, we 
should see they have enough to live on. 
More generous employment benefits and 
a less austere means test should be 
considered. 


Another is pensioners. The basic pen- 
sion rate at about one-third the basic wage 
and about one-fifth of average earnings is 
pretty low. If we are not willing to 
raise it, we should at least spend some 
money to meet the special needs of 
pensioners with no extra income of their 
own and who are not able to share 
household expenses with others. A 
useful start in this direction was made 
in the last budget, with its special 
allowance for those who have to pay 
rent — more is needed. 


The position of family men needs 
reconsideration. It is many years since 
child endowment was increased. Many 
families, especially the younger ones in 
newer, non-rent-controlled housing, are 
paying an embarrassingly large proportion 
of their incomes in rent. I saw recently 
a report that, in Victoria, rent on 
Commission houses is about one-third of 
the low-income family’s wages, whereas 
the usual standard abroad is one-fifth, 
even one-sixth. There seems a strong 
case for special help to families. 


We should not impose the austerity 
of rapid development indiscriminately on 
all. 

The last three years of stability have 
then brought us great benefits in the 
form of rising productivity and relatively 
stable costs. They leave us in a strong 
position for resuming rapid growth with 
a minimum risk of running again into 
inflation. Indeed, unless we do provide 
the necessary stimulus to the economy, 
we are in danger of drowning the benefits 
of stability in a rising level of unemploy- 
ment and a slowing down of the growth 
of productivity. 
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Burroughs Typing Sensimatic 


The Sensimatic Family 


Here are specialised or general purpose machines 
geared to give you the simplest, yet most compre- 
hensive accounting system—to provide management 
with essential reports, information. The wide range 
includes Non-Typing Sensimatics and the already 
famous Typing Sensimatic series. These feature the 
revolutionary 84 character “Box Printer” with its 
many outstanding advantages. Models available with 
2 to 19 totals, too! 

Easy to operate? Beginners quickly do fast, accurate, 
expert work as the Sensimatic actually makes most of 
the decisions for the operator. 


call the S° Qurroughs man 


at the nearest Branch Office or write to Burroughs Ltd., 
@ Miller Street, North Sydney, N.S.W. ’ Phone XB5831 
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with the exclusive ‘Floating Keyboard’ 


Never before such a range of new features. 






= ‘Floating Keyboard’. The exclusive ‘Floating’ design 
brings typing control towards the typist ® Dramatic new 
styling and design ® Electrifies 94% of all typing opera- 
tions ™ Keyboard tab and margin set ® Print-perfect 
impression control ® Carbon ribbon attachment available. 


See the latest Electric typewriter— 
the Underwood ‘'Documentor’'—at 


SoA)STOTT & UNDERWOOD LTD. 


SYDNEY: OFF 252 GEORGE STREET—27 1182. MELBOURNE: 411-413 LONSDALE STREET— 
MU 6732. BRISBANE: 229 ELIZABETH STREET—31 1845. NEWCASTLE: SUN BUILDING, 
56 HUNTER STREET—B 2630. LISMORE: CARRINGTON STREET—3926. WOLLONGONG: 82 
KEIRA STREET—B 3586. 

Associated Offices: ADELAIDE—21 GRENFELL STREET—W 4994. PERTH—252 MURRAY STRECT 
—BA 4357. Sales and Service throughout Australia. 
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Disclosure and the 
Annual Report 


The Edgar Sabine Memorial Lecture for 1959 delivered by Mr. R. 
KEITH YORSTON, B.COM., F.A.S.A., on 19 June at the Mawson Lecture 
Theatre, University of Adelaide. 


MY* dictionary defines “disclose” as 
meaning “to open up to the know- 
ledge of others; to reveal” or “expose to 
view, make known”. “Disclosure” ap- 
pears to describe well the purpose of 
good financial reporting, namely, the 
clear and accurate presentation of finan- 
cial information of potential importance 
to persons for whom the report is pre- 
pared. The doctrine of disclosure of 
information in annual reports of com- 
panies is bounded by the fact that con- 
fidential information should not be dis- 
closed nor should information be dis- 
closed that may be detrimental to the 
company or its shareholders. Sound 
judgment and the materiality of the item 
place a responsibility on the accountant 
as to whether or not it should be dis- 
closed in the annual report. Those in 
control of companies are gradually real- 
ising that a full disclosure of affairs, in- 
stead of being undesirable, can react to 
the benefit of the company. 


There are two views on “disclosure” in 
annual reports. One view is that too 
much information is already being sup- 
plied by many companies. The problem 
is said to have become, with some com- 
panies, less one of ascertaining informa- 
tion from the report but rather one of 
separating the irrelevant detail from the 
essential facts and of determining what 
those facts mean.” The other view is that 
not enough pertinent information is being 
given by numerous companies in their 
annual reports, and this view will be 
supported throughout this paper. It is 
my view that the accountancy profession 
should do all possible to accelerate the 
progression of disclosure of desirable 
information. 
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In introducing his subject, Mr. R. 
Keith Yorston paid a tribute to the late 
Mr. Edgar Sabine in the following terms: 


“The late Mr. Sabine is remembered 
as one of the leaders of our profession, 
not only in South Australia, but in Aus- 
tralia. He was a member of the State 
Board of the Federal Institute of Account- 
ants, and through the amalgamation, of 
the Australian Society of Accountants for 
over 40 years. Our profession will always 
remain indebted to one who so willingly 
gave of his valuable time to the affairs 
of our profession over such a long span 
of years. 

It is the desire of most of us to make 
of accounting a true profession and this 
will only be achieved when we have 
more accountants who are prepared to 
give ‘back’ to accounting a greater share 
of their time and talents, as did the late 
Edgar Sabine. He was noted for the per- 
sonal interest which he took in student 
activities. He helped a great number of 
students with their difficulties and many 
successful accountants today make no 
secret of the fact that if it had not been 
for the encouragement and guidance they 
received from Mr. Sabine, they would not 
have completed their examinations. 


Edgar Sabine is well remembered as 
one of the early fathers of the account- 
ancy profession in Australia and his name 
will be preserved in the hearts of many 
grateful practitioners.” 


* 7 


Probably one of the greatest defects 
of the joint stock company system of 
business proprietorship is the lack of 
co-operation between the hundreds, and 
in many cases thousands, of persons 
comprising the holders of shares in any 
particular company. One company in 
the United States of America boasts of 
a million-and-a-half shareholders; some 
of our large companies now have twenty 
to thirty thousand shareholders. In view 
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of the lack of cohesion between share- 
holders, an adequate disclosure of affairs, 
both financial and otherwise, in the 
annual report is desirable if the confi- 
dence and interest of this increasing 
number of shareholders is to be retained. 
This is important in the shortage of capi- 
tal which periodically results in a de- 
veloping economy such as ours. 


Management’s function is to blend 
the various factors of production in the 
requisite proportions in the stream of 
business activity; to the directors and 
management is left the active control and 
direction of the company. The result of 
this stewardship is conveyed to the share- 
holders of the company by the annual 
report. The annual report forms the 
main connection most people have with 
the company in which they have invested 
their money. The dividend cheque and 
annual report are often the shareholders’ 
only “contact” with the company. Fre- 
quently, because shareholders reside in a 
State other than the one in which the 
company meetings are held, it is impos- 
sible for them to attend meetings of the 
company. In most cases money is in- 
vested in the shares of a company with- 
out any thought of the buyer being 
interested in the activities of the com- 
pany. A duty and a moral obligation is 
thus cast upon directors to see that the 
annual report is made as informative as 
possible. The annual report should be 
a source of information about the com- 
pany, it should be a document which the 
member will want to keep for reference 
purposes. It is the shareholder’s. “year 
book”, thus it must contain sufficient 
information to enable a good general 
understanding of the company’s affairs 
to be obtained. The report should pro- 
vide enough data upon which to base an 
opinion as to the wisdom of investment 
in the company. Shareholders are entitled 
to query whether they have been in the 
confidence of the board and have had 
adequate disclosure made to them when 
they receive a “take-over” bid from 
another company of an amount consider- 
ably in advance of the figure at which 
the shares have been selling on the 
market. : 
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An increasing segment of the popula- 
tion is holding shares in companies. A 
pleasing and informative feature of 
reports in recent years is the increasing 
use of photographs, pictorial charts and 
graphs to illuminate the printed work. 
Many companies convey information as 
to the company’s progress and also its 
financial data in this manner. Directors’ 
reports incorporating such features may 
be most attractive. It is desirable that 
an annual report be nicely prepared, 
for one does not generally readily con- 
sign to the waste paper basket an attrac- 
tive pamphlet. I should like to say that 
I am opposed to the embeilishment of 
company annual reports just for the sake 
of making a glossy imposing looking 
document. An adequate disclosure of 
affairs can be made, and is being made, 
by quite a number of companies in re- 
ports printed in their own offices. 


Annual reports are perused by differ- 
ent types of persons for different reasons; 
they are public documents. For example, 
to the security analyst, the future earning 
power of the company is of major con- 
sideration and thus the operating state- 
ment is of major importance and the 
balance sheet of secondary interest. To 
those unskilled in accounting the explana- 
tory matter may be of interest. Most 
of those who receive the annual report 
will be unable to understand the financial 
statements. 


As regards the financial statements in 
an annual report, I would suggest three 
essentials to be borne in mind in prepar- 
ing acceptable published financial reports, 
and these are:— 


(1) Preparation by adherence to gener- 
ally accepted accounting concepts; 

(2) The observance of consistency in the 
application of those accounting prac- 
tices; 

(3) Such an adequate disclosure of the 
results of operations and state of 
’ affairs of the company that members 
may acquire from those statements 
an accurate knowledge of the com- 
pany’s progress and position. A fair 
presentation of facts is essential. 
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In brief, I suggest the desirability of a 
clearer and more consistent explanation 
coupled with greater uniformity in pre- 
paration, together with a greater dis- 
closure of essential information. 


One of the prime reasons for a perusal 
of an annual report is to secure clues as 
to future performance. 


This is not the opportunity to discuss 
in detail the three essentials mentioned 
in the previous paragraph, but I should 
like to stress that full disclosure should 
be made in the financial statements of 
the accounting method employed and of 
the accounting concepts used in the 
accounting records from which the finan- 
cial statements are prepared. It is essen- 
tial when analysing any financial state- 
ment to know the accounting bases 
adopted. Non-recurring items — if 
material—whether of profit or loss 
should be disclosed. The new Companies 
Act in Victoria lists the following items 
which must be disclosed in the directors’ 
report:— 

“(i) Any change in accounting principles 
adopted since the last report, 

(ii) Any transfers to or from reserves 
or provisions, 

(iii) Any writing off of substantial 
amounts of bad debts, 

(iv) Any substantial increase or decrease 
in the value of trading stock owing 
to a change in the basis of valua- 
tion, 

(v) Any item of an unusual nature 
which appears in the accounts, 

(vi) Any absence from the accounts of 
any material item usually included.” 


The development of standards of dis- 
closure in annual reports is a process of 
evolution. The maximum of accepted 
disclosure of about 20 years ago would 
be regarded as presenting “foggy” infor- 
mation today and what we state today as 
being an adequate degree of disclosure 
will likewise, I am sure, be outmoded in 
another 20 years. 


Adequate financial reporting enables 
members and the investing public to 
make decisions regarding investment in 
a company’s securities and to make a 
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sound valuation of those securities. I 
admit that only rarely will financial re- 
ports provide members with information 
on which to base a demand for a change 
in corporate policy or of directorate 
membership and I query whether a dis- 
closure of detailed operating information 
would be of much interest or use to the 
average shareholder of a company. 


It is the task of the accountancy pro- 
fession—both the public and commer-. 
cial sections of the profession—to lead 
in any move for acceptable financial 
reporting. Disclosure enforced by statute 
focuses attention upon minimum accept- 
able reporting. Our profession must 
move towards the maximum disclosure 
possible. 


Having indicated that maximum dis- 
closure in the annual report should be 
our goal, consideration will be given to 
some of the items in an annual report 
upon which frequently a fair and full dis- 
closure is not made. 


Disclosure of Turnover. 


It is generally agreed that the financial 
statements presented to shareholders 
should represent fairly the position of the 
company and the results of its opera- 
tions. The results of the company’s 
operations require much more than the 
disclosure of the net result—the net 
profit. 


Disclosure of turnover or total revenue 
earned is an esseuatial in ascertaining the 
result of a company’s operations. In 
Australia this disclosure is usually made 
statistically in the annual report, for by 
so doing the disclosure of operating detail 
is obviated. I doubt whether the bulk of 
the members will be in a position to 
appreciate the disclosure of the turnover 
figure, but those skilled in accounting are 
in a better position to appraise the finan- 
cial health of a company and the worth 
of its shares if the turnover is disclosed. 
Those who do not understand financial 
statements of companies should be en- 
couraged to bring such statements for 
interpretation by those who are trained 
in accounting, and it is then that the 
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figure for total revenue becomes of im- 
portance. 

Some accounting ratios may not be 
deduced without the sales figure. 


I realise that in holding companies with 
wide ramifications it may not always be 
easy to ascertain and disclose the total 
revenue figure. 


Some of our companies are becoming 
such giants that the disclosure of the 
total turnover for the business empire 
may not be enough. In some companies 
we may require a sales break-up, e.g. 
by products or by divisions or companies 
in the group. Details of the turnover in 
each State and probably of sales outside 
Australia, may be required to be dis- 
closed in certain companies in order to 
obtain a clear picture. 


In the United States of America the 
Securities and Exchange Commission re- 
quires the disclosure of the yearly turn- 
over, apparently without any ill effects 
being caused to the companies. 


One final word regarding the dis- 
closure of turnover. Many have said 
that companies will disclose their sales 
figure while it is on the up and up, but 
not when sales drop. The annual report 
which was awarded, by the Institute of 
Management in Sydney, the Award for 
Excellence in company reporting last 
year was Leroy Manufacturing Co. Ltd. 
and the report disclosed, graphically and 
in figures, that the turnover has been 
decreasing for the past four years. 


Unappropriated Profits. 


I consider that a clearer disclosure of 
affairs would result if unappropriated 
profits were allowed to remain in the 
appropriation account and designated 
as such in the balance sheet. Secret 
reserves should be a thing of the past. 
But the creation of various types of 
reserves, even when disclosed, tends to 
confuse the layman. To many, reserves 
mean cash in the bank! As the continued 
“life” of the company is the prime con- 
cern of the directors, there exists a ten- 
dency by managements to equate profits 
—or their distribution—year by year. It 
may be asked whether our profession 
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has an obligation regarding the equation 
of profits? Have we an obligation to the 
unknown shareholder who may subse- 
quently dispose of his shares so that 
another person becomes a shareholder, 
when, as a result of equating profits over 
the years, a bonus issue results? 


Depreciation of Fixed Assets. 


As is well-known to accountants but 
perhaps not to others, the balance sheet 
is not a valuation statement and therefore 
the figure shown for a specific fixed 
asset does not necessarily bear any direct 
reference to its market value at the date 
of the balance sheet. Is there any reason 
why the cost of a fixed asset and the 
amount amortised to revenue should not 
both be disclosed? Depreciation on indi- 
vidual assets should be shown. Total 
depreciation of each asset should be 
shown as well as the depreciation for 
the year. 


Do some managements when issuing 
annual reports try to mislead members 
by not differentiating between a pro- 
vision for depreciation and a reserve for 
depreciation? It would seem that many 
do not know the difference. Only rarely 
does one see the distinction made between 
the normal depreciation (the provision) 
and any “abnormal” amount (the reserve) 
set aside as depreciation. 


Would it not also help if, say every 
ten years, fixed assets were re-valued and 
then the current value shown as a balance 
sheet note? Members think so when a 
take-over bid is received for shares sell- 
ing on the market at say 25/-, when the 
bid is 35/- per share—somebody other 
than the members has “worked out” the 
present asset “value”. 


Stock on Hand. 

I suggest that the time has arrived 
when the financial statements should 
indicate clearly how the valuation of this 
‘Achilles’ heel” has been arrived at. With- 
out ‘an indication being given of the 
specific costing procedure adopted, what 
does a balance sheet valuation of “the 
lower of cost or market” of this asset 
indicate? 
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Auditors, I think in their own inter- 
ests as well as members’, should indicate 
the work performed in their verification 
of this item. 


Have we reached the stage when an 
independent certification should be re- 
quired for stock in trade? How much 
longer can the accounting profession 
afford to bear the criticism of the finan- 
cial writers regarding this item? 


Taxation. 


The tax position of a company should 
be clearly disclosed. Land and income 
tax should be separated. Shareholders 
wonder if they are in the confidence of 
the board when the tax provision appears 
to bear little or no relation to the dis- 
closed profit figure. Sometimes com- 
panies provide for a greater tax provision 
than the disclosed profit—this could, of 
course, be accurately possible in a con- 
solidated statement where some com- 
panies in the group show losses for the 
accounting period, but except in such a 
case, what guide is the disclosed 
profit figure to future, or even current, 
earnings? If the disclosed profit figure 
does not “balance” with the disclosed 
tax provision, is an adequate disclosure 
being made? 


Post Balance Date Events. 


I consider that post balance sheet 
events, where material to the company’s 
operations or financial condition, should 
be footnoted to the financial statements. 


Consolidated Statements. 

Holding companies, when issuing con- 
solidated statements, generally merely 
indicate the names of the subsidiary com- 
panies whose affairs are consolidated. 
Not only should the titles of all com- 
panies be disclosed, but the type of busi- 
ness in which each is engaged should be 
indicated. In most cases, the fact 
whether the subsidiary is wholly or partly 
owned should also be disclosed. 


Half-Yearly Reports. 


I consider that a half-yearly report to 
members should be an essential. Such a 
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report should be not merely a verbal 
statement, but should contain figures for 
the pertinent items. Comparative figures 
are essential in all short-term financial 
statements. 


Chairman’s Survey. 

Another feature which assists the share- 
holder in interpreting the directors’ 
annual report is the practice of sending 
to all shareholders, after the annual 
general meeting, a printed copy of the 
chairman’s speech. The shareholder is 
made to feel he is part of the company. 
This extra disclosure is to be recom- 
mended in companies in which only a 
small proportion of shareholders can, 
or do, attend the annual general meeting. 


Funds Statement. 


An important instrument of disclosure 
is the use of a statement showing the 
source and disposition of funds. In my 
view this is an important disclosure for a 
company to make, particularly to those 
not skilled in accounting. Practising 
accountants have for many years used 
in their audit reports a type of funds 
statement, but it is only in about the last 
ten years or so that an improved type of 
funds statement has been used by com- 
panies in their annual reports. I suggest 
that the average shareholder is more 
likely to understand a funds statement 
than the conventional revenue account 
and balance sheet. For the purpose of 
making an analysis of the affairs of a 
company the preparation of funds state- 
ments for a period of about seven years 
and an estimated flow fund and its use 
for the year ahead are essentials. A funds 
statement may be prepared which com- 
mences with the turnover figure. 


Products or Services. 


The majority of companies make little 
or no reference in their annual report 
to their products or services. This is a 
type of non-disclosure which, if remedied, 
would react to the benefit of the com: 
pany. A survey made in the United 
States of America indicated that share- 
holders tended to purchase from the 
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company four times more than those who 
were non-shareholders. You may be sur- 
prised to know that sometimes a com- 
pany’s annual report does not indicate 
the type of business in which the com- 
pany is engaged. Surely this should be 
disclosed—only lack of attention to 
detail would be the reason for this non- 
disclosure. An annual report provides 
an excellent medium for bringing the pro- 
ducts or services of the company to the 
notice of an interested audience. 


Capital Expenditure. 

Directors might be recommended in 
the interests of disclosure to consider 
giving, in addition to the amount of con- 
tracts outstanding for capital expenditure, 
further information indicating the esti- 
mated total expenditure on an approved 
project. - This is especially desirable 
where large amounts of expenditure are 
involved or where onerous liabilities on 
contracts exist. 


Highlights Page. 

I consider it a desirable innovation 
and in the interests of disclosure, to have 
in an annual report what is called a “high- 
lights” or “facts at a glance” page. On 
this one page most of the essential in- 
formation appearing in detail throughout 
the annual report is given in summary 
form. My view is that it is desirable that 
there should not be more than two or 
three years’ comparative figures on this 
page. To give too much detail spoils the 
whole purpose of the page. 


Financial Statements. 


I favour the narrative type of financial 
statement, although so long as the assets 
and liabilities are properly classified, it 
does not matter very much whether the 
narrative or two-sided statements are 
used. In my opinion the former has one 
advantage, in that it is easier to spotlight 
the working capital. This is an important 
figure to ascertain from a balance sheet, 
wewiye oer in Australia at the present 

me during our period of rapid develop- 
ment. . 
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Use of Colour. 


More companies could use colour in 
their annual reports without incurring 
extra expense. There is practically no 
extra expense in having the report 
printed in blue or brown rather than in 
black. In addition, one extra colour does 
not add much to the expense of printing 
a report and can add considerably to its 
appearance. 


Comparison Figures. 

For comparison figures to be of any 
value, a span of approximately seven 
years’ figures is essential. Several Aus- 
tralian companies show in a statistical 
manner a comparison of ten to twenty 
years’ figures of most of the essential 
items appearing in the profit and loss 
account and balance sheet. 


Some Questions. 


Before closing, I would like to pose 
for you a few questions—questions to 
which I feel our profession must find an 
answer—questions which are very much 
concerned with disclosure in the annual 
report. 


Has our profession made it clear to 
laymen and holders of shares that a 
balance sheet is not a valuation state- 
ment? Have we made it clear that, for 
example, there will be considerable 
differences in the profit shown by a com- 
pany for an accounting period depend- 
ing upon the method of stock valuation 
adopted? It would be quite a shock to 
many shareholders to know that two 
companies having identical operations 
could show considerably different profits 
merely because each used a different 
method of stock valuation—each profit 
could quite rightly be reported as “cor- 
rect” by the auditor. Do shareholders 
understand this? 


How far can, or should, our profes- 
sion go in seeing that the published finan- 
cial statements of companies inform 
shareholders of the real or economic 
profit achieved by the company during 
the accounting period covered by the 
statements? Have we an obligation to 
indicate to those who peruse financial 
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statements, how the unexpired costs 
(assets) measure up with current price 
levels? If the creeping inflation continues, 
as economists suggest it may, at about 
3% to 5% per annum, do shareholders 
know the extent to which their invest- 
ment will depreciate unless a correspond- 
ing increase occurs in the market value 
of their shares? 


Do we make it clear to laymen that it 
is virtually impossible to compare the 
results of Company A with those of 
Company B unless we know that both 
companies use identical accounting 
methods and have adopted the same 
accounting concepts in the preparation of 
their financial statements? Most mem- 
bers of companies would be amazed to 
know that six different accountants, all 
equally skilled, could arrive at six differ- 
ent profit figures from the one set of 
accounting records, merely because of 
the use of different accounting methods. 
Do we make it clear to those without 
accounting knowledge that individual 
skill and individual judgment enter into 
the preparation of financial statements? 


Is the shareholder in a company today 
entitled to the profits earned while he is 
a shareholder (less reasonable provisions 
for future stability) and the person to 
whom he may sell his shares entitled 





only to future profits? Should it be a 
gamble—whether or not to buy or sell 
shares—as to when, often because of 
taxation implications, directors may 
capitalise reserves and issue bonus 
shares? Does the accountancy profession 
have an obligation to the shareholder 
existing when the accounts and balance 
sheets are prepared? Should the present 
shareholder make sacrifices for the un- 
known shareholder of the future? 


Our Task. 


To make the annual report of the 
directors useful, not only to the trained 
analyst but to the reasonably intelligent 
business man, is no easy task. To make 
the annual report of value to those with- 
out accounting knowledge, many say is 
an impossible task. It is, however, a 
task which all the members of a board 
of directors must tackle. Boards must 
remember that the present shareholder is 
the best potential supplier of further 
capital—thus he should be cultivated, 
particularly in the present era of an 
Australia-wide shortage of capital for 
development. An adequate disclosure 
of information in annual reports is an 
obligation which must be shouldered by 
those interested in preserving the private 
enterprise system of business ownership. 
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THE NEED FOR RESEARCH 


Ne profession is complete in its programme of activities unless there 
is continuous research on its problems. Accountancy is no excep- 
tion. While some notable contributions which could meet the tests of 
research standards have been forthcoming, the extent of such output has 
been relatively small. There is a great gap to be filled in this regard, 
calling for independent scholarly study in accordance with scientific 
standards of inquiry. Professional bodies can do something in this 
respect, just as do other professions and as do industry and government. 
The recent effort of the American Institute to extend and develop its 
own researth departments is commendable and should be fruitful. Yet 
the great seat of pure research is still in the universities, and that may 
well be true in the case of accounting. Real research can only be done 
by scholarly persons of adequate academic background. They function 
best in an “academic” environment. The profession and business itself 
can offer much in financial help for such effort through grants, fellow- 
ships, and co-operation. But the “ivory tower” protected by its bulwark 
of “academic freedom” may still hold the key place in this needed ad- 
vancement. 
—From “NEW VISTAS IN ACCOUNTING,” By LLOYD MOREY 
(The Illinois Certified Public Accountant, Spring, 1958). 











Overseas Journals 


Current Problems Discussed in 


Notes prepared by members of the teaching staff in 
the Department of Accounting, University of Melbourne. 


Accounting Reports 


James M. S. Risk, writing on “Figures 
for Policy and Control” in The Accoun- 
tant, 28 March, emphasises the nature 
of the information needed for the forma- 
tion of policy. He discusses the nature 
and objectives of policy and considers 
the necessary data in relation to resources 
and trends, achievement and control. 


Auditing 

The Accountants’ Magazine, March, 
contains the final article of a series of 
three contributed by John A. Stewart, 
entitled “Auditing Methods and Respon- 
sibilities”. Items discussed include the 
prevention and detection of error and 
fraud, and suggestions for increasing 
auditing efficiency. 


Capital Management 


The N.A.A.’s Accounting Practice 
Report No. 7, dealing with “The Capital 
Expenditure Control Programme” is pub- 
lished as a supplement to the March 
issue of the N.A.A. Bulletin. It is a 
summary of the practices of a number 
of prominent companies, rather than a 
criticism or a review of those practices. 
Its four sections correspond to the four 
stages of a capital expenditure control 
programme: capital expenditure budgets, 
requests for appropriation of funds, 
measuring expenditures against appro- 
priations, and post-completion audit. 


It is interesting to note that, in spite 
of the spate of propaganda against it 
over the last ten years, the “payback” 
method of project evaluation is still “in 
frequent use”. The  post-completion 
audit, which compares the savings ac- 
tually achieved by a project with the 
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savings originally claimed for it by its 
sponsors, appears to be far from universal 
practice. 


Costing 


Modern industrial procedures are in- 
creasing the ratio of fixed to variable 
costs within their traditional definitions 
to such an extent as to reduce consider- 
ably the usefulness of the present fixed/ 
variable concept for control purposes. 
E. B. Bishop, “The Effect of the In- 
creasing Ratio of Fixed to Variable 
Costs”, The Cost Accountant, March, 
suggests new definitions for fixed and 
variable costs whereby the terms may be 
adopted for use within a completely 
integrated control scheme, based on a 
long-term plan linked to budgetary con- 
trol and short-term reports. 


Credit Control 


“The Role of Factoring in Business” 
is the title of an article by Sydney H. 
Levy in the February issue of the 
Canadian Chartered Accountant. This 
contribution shows the increasing part 
played by the factor in U.S.A. and 
Canada in firms of medium size such as 
those found in the textile and allied 
industries. The article lists the main 
advantages to be gained and these in- 
clude credit checking, collection services, 
100% credit guarantee and the pos- 
sibility of discounting of accounts re- 
ceivable. Possessing these advantages, 
the author says the firm can take advan- 
tage of custom not previously available, 
as credit burdens, particularly in seasonal 
peaks, are reduced. “The growth of 
factoring is obviously due to the demand 
for some combination of the compre- 
hensive services, not simply due to the 
need for money.” 
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Depreciation 


Michael Schiff, in The Journal of 
Accountancy, March, considers “What 
Happens to Depreciation”, and suggests 
that (i) adjusting accumulated depre- 
ciation by a price index of the final year 
tends to distort rather than clarify; (ii) if 
depreciation charges are to be adjusted 
for price change, they should be related 
to the price level of each year of change; 
(iii) working capital identified with de- 
preciation is available for re-investment 
and as it presumably earns as much as 
the rest of the assets this should be 
taken into account in judging the impact 
of depreciation; (iv) to the extent that 
the rate of profit exceeds the rate of 
change in price level, the effect of price 
change is offset. 

Direct Costing 

A particularly thoughtful contribution 
to the literature on direct costing is made 
by J. M. Pompan in the N.A.A. Bulletin, 
March. In a paper entitled “Direct and 
Absorption Costing in One System”, he 
points out that direct costing and ab- 
sorption costing each have some advan- 
tages and some disadvantages, and goes 
on to describe in some detail how 
elements of direct costing may be in- 
tegrated into an absorption § costing 
system, and vice versa. He concludes: 
“Neither cost viewpoint is complete by 
itself . . . it is not mecessary to accept 
the disadvantages of either method in 
order to gain its advantages.” 


In the same issue, R. J. Donachie 
describes some procedures in “Converting 
To and Using Direct Costing”; segrega- 
tion of fixed and variable expenses, 
flexible budgets for control, and reporting 
structures are discussed. 


Distribution Cost 


S. C. Anderson, in the N.A.A. Bulletin, 
March, presents “A Case in Accounting 
For Special Merchandising Programmes”, 
in which he describes the accounting 
treatment of such promotional devices 
as free goods, price concessions, and 
advertising allowances. 
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Education 


Recruitment, selection and training of 
people for the accountancy profession is 
a topic on which Samuel J. Duboff writes 
in The Journal of Accountancy, March. 
He suggests eight rules by which to 
measure the adequacy of training pro- 
grammes, applicable to small as well as 
large firms. 


Electronic Data Processing 


The Accountants’ Magazine, April, in- 
cludes an article on “Electronic Com- 
puters’’, contributed by Robert Glendin- 
ning, which surveys the functions and 
applicability of electronic computers and 
discusses some of the practical problems 
it presents for the accountant. 


A paper delivered to the Business 
Computer Symposium by G. Sherlock is 
published in the March and April issues 
of the Accountants’ Journal (U.K.). This 
paper, entitled “Public Utility Account- 
ing’, describes the change-over from 
manual and _ key-driven accounting 
machine methods to an integrated elec- 
tronic data processing system using two 
programme controlled computers and 
allied equipment. It describes the pro- 
cedure followed to obtain the necessary 
information from the manufacturers of 
equipment about machine capacities and 
suitability for the task, the examination 
of accounting requirements and _ the 
translation of the procedures into com- 
puter programmes, and the testing of one 
of these programmes (the payroll) by 
both client and manufacturers of the 
equipment. The second part of the paper 
describes in some detail the system for 
accounting for billing for gas, hire 
purchases, and hired appliances, in 
several categories of each. 


Goodwill 


Arthur J. Little has contributed an 
article entitled “Valuation of Goodwill” 
to the February, 1959 issue of the 
Canadian Chartered Accountant. This 
article provides a useful definition of the 
term goodwill and lists the different 
methods of valuation that have been 
suggested. 
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L.LF.O. 


The L.I.F.O. method of stock valuation 
for taxation purposes in Canada was 
rejected by the Privy Council in the 
Anaconda Brass Case. In Cost and 
Management, March, D. J. Lawson, 
M.N.R. v. Anaconda Brass reviews the 
concept of income as it is used in taxa- 
tion, the interpretation of taxing statutes 
and the re-establishment of the rule of 
law as manifested in the decision of 
the Privy Council. 


Management Accounting 


An article by G. T. M. Rae in the 
March, 1959 issue of the South African 
Accountant shows how accountants can 
assist management as it meets new prob- 
lems. The article emphasises that the 
decisions themselves are the responsibility 
of management; the accountant can do 
no more than arm and advise manage- 
ment. He says that accountants should 
be so attuned to the pulse of the business 
that they know, perhaps better than 
management knows, the needs of manage- 
ment, and are able to meet those needs. 


Payroll 


“A Systematic Method for Checking 
Payroll Computations” is described by 
J. Wiener in the N.A.A. Bulletin, March. 
The best kind of check, he claims, is 
one which proceeds through different 
arithmetical procedures from those used 
in the original calculation. Simple algebra 
is used to develop an alternative way of 
arriving at the identical payroll figure. 


Price Level Changes 


In the N.A.A. Bulletin, April, W. 
Huizingh considers the problem of ac- 
counting for inflation. He recommends 
that conventional accounting statements 
should be supplemented by statements 
expressed in “common dollars’ cal- 
culated by the use of index numbers. 


One of the depreciation methods ad- 
vocated at the 1958 Ways and Means 
hearings of the U.S. Treasury was Re- 
investment Depreciation. This method 
has now been incorporated in a Bill which 
is before Congress. Maurice E. Peloubet 
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was one of the men who supported this 
method. His reasons for doing so appear 
in the March issue of The Controller — 
“Insufficient Depreciation and Inflation — 
What Can be Done About It?’’ His main 
argumeat for this makeshift method is 
that, like L.I.F.O., it has a chance of 
gaining acceptance and paving the way 
for what is described as “revaluation of 
depreciable assets and full replacement 
depreciation”. The re-investment depre- 
ciation, which is under consideration, 
would only be allowed in respect of extra 
replacement cost at the time when replace- 
ment actually occurred. There is pro- 
vision for a two-year carry-over to allow 
for the fact that retirement and replace- 
ment do not always take place in the same 
year. The idea seems to be that the cur- 
rent value of the property being retired 
is found by use of a price index and 
additional depreciation is allowed in 
respect of the difference as soon as the 
current value is invested in any de- 
preciable assets. 


Protection of Assets 


A contributor to The Accountant, 28 
March, in an article entitled “Carrying 
Cash”, makes some suggestions to mini- 
mize the risk of theft of cash on the way 
to or from the bank. 





Addresses of Journals referred to in the 
Above Notes 


The Accountant—27 Basinghall Street, London, 
E.C.2. 


The Accountants’ Magazine—27 Queen Street, 
Edinburgh 2. 


The Canadian Chartered Accountant—69 
Bloor Street East, Toronto 5, Ontario, 
Canada. 


Cost and Management—31 Walnut Street. 


South, Hamilton, Ontario, Canada. 


The Journal of Accountancy—270 Madison 
_ Avenue, New York 16, N.Y. 


N.A.A. Bulletin—S0O5 Park 
York 22, N.Y. 


The South African Accountant—P.O. Box 
1525, Durban, South Africa. 
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Nature and Significance of Working Capital 


By HARRY LEVY, B.EC., A.A.S.A., A.C.A.A. 


BSERVATIONS and comments evoked by the article “The 


Management of Working Capital,” by V. 


L. Gole; The 


Australian Accountant, June, 1959. 


HE operations relating to the acquisi- 

tion and control of the liquid funds 
utilized in the day-to-day activity of a 
business enterprise, are of fundamental 
importance to financial management, and 
this field, involving the management of 
working capital, can bear much con- 
centrated attention and discussion by 
accountants. Accordingly the article pub- 
lished in the June edition of The Aus- 
tralian Accountant, “The Management of 
Working Capital”, by V. L. Gole, has 
contributed valuable material to this field. 


Mr. Gole’s article followed the con- 
ventional pattern of defining working 
capital as the difference between current 
assets and current liabilities (which is 
indeed true). However in emphasising 
this aspect of the function of working 
capital, it is suggested that the article 
overlooked a basic aspect of the sub- 
ject which is essential to a full under- 
standing of the true nature of working 
capital. 


The writer has often found that the 
textbook approach to defining working 
capital obscures the true nature of the 
concept, and by directing attention to it 
as a residual rather than as a positive 
concept, creates obscurity in thinking and 
difficulty in considering the management 
of this highly significant item. 


TERMINOLOGY AND FUNCTION 


To obtain a clear understanding of the 
nature and role of working capital in the 
modern industrial enterprise, it is helpful 
to examine the financial structure of a 
typical accounting unit, and for the pur- 
pose of this exposition a public joint 
stock company, manufacturing and dis- 
tributing its product will be considered, 
for whilst there are differences in struc- 
ture between this and financial, whole- 
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saling, or retailing units, the broadest 
range of possible situations is covered 
thereby. 


The Object of Business Activity. 


It can be asserted reasonably that a 
business enterprise operates to provide 
the community with those goods and ser- 
vices for which a demand exists, but 
to maintain its existence in a private 
enterprise economy, it is essential for it 
to obtain and maintain the support of 
individual investors. This is achieved 
by offering a return on the funds so 
invested in the form of a distribution 
such as a dividend. To create a surplus 
from which this can be paid it is essen- 
tial to earn a profit. Profit-making thus 
becomes a secondary, but nevertheless 
paramount, objective of any business 
entity. 


Business activity involves the use of 
a collection of basic equipment, 
machinery, etc., (which may be regarded 
as the core of the profit-making unit) 
with which the productive processes are 
carried out, into which is fed the profit- 
earning lifeblood of the organisation, 
which circulates about this core and earns 
the surplus from which profit is derived. 
It is from this elementary analysis that 
the fundamental concepts of fixed and 
circulating capital have been developed. 


The Use of Funds. 


The deployment of the funds of an 
enterprise involves a distribution of them 
between the fixed and circulating ele- 
ments of the business. The relationship 
between the form in which the funds are 
invested, and the sources from which the 
funds are obtained, become of paramount 
importance. The maintenance of a sound 
balance between the supply and deploy- 
ment of funds, involving the management 
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of working capital, is, in fact, one of 
the major fields of financial management. 


Fixed Assets. 


Fixed assets are those forms, in which 
the entity’s funds have been invested, 
for a period in excess of one income year, 
and with which the productive process is 
effected. The concept “fixed”, relates 
to the “relative fixity” of the fund invest- 
ment rather than to the assets themselves 
—funds of the enterprise are permanently 
congealed in these assets. Having made 
the investment the funds become rela- 
tively fixed; they cannot easily, in the 
course of normal operations, be con- 
verted to liquid purchasing power. 


Current or Circulating Assets. 


Current or circulating assets are de- 
fined as those assets in which the funds 
of the business have been invested. They 
are changing constantly in form and 
quantity during an income year, and are 
more immediately associated with the 
profit earning activity. The term “cir- 
culating assets” describes the function 
of these assets somewhat better than the 
conventional term “current assets”, and 
they derive their significance from the 
capitalistic process of production which 
involves a time lag between the com- 
mencement of a process and the receipt 
of the final revenue therefrom. Circulat- 
ing assets are required to bridge the gap 
of the production time cycle. 


The Sources of Funds. 


The funds required for investment in 
the fixed and circulating assets of a busi- 
ness enterprise may be classified 


(i) according to the nature of the 
contract by which they are ac- 
quired, and 

(ii) according to the time period for 
which they are obtained. 


Under the first classification, it is 
possible to distinguish between funds 
obtained by an agreement, whereby the 
entity is entitled to retain the funds for 
the duration of its existence (owned or 
entity funds), and those acquired under 
contract, whereby repayment, is required 
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at a determined date during the entity’s 
life (borrowed or creditors funds). The 
lattéf would include loans on mortgage. 
debentures, unsecured note issues and 
funds supplied by trade creditors and 
bank advances, and the former, share 
capital. 


The second classification groups the 
funds according to the currency of the 
liability created by them, under which it 
is possible to distinguish between current 
and non-current funds. 


Current funds or liabilities are defined 
as those liabilities which will fall due for 
payment within twelve months from the 
date of the financial statement in which 
they appear. It has been customary to 
refer to the non-current funds as “long- 
term” or “deferred”, and it is suggested 
that the latter term be used, as within 
the classification it is possible to recog- 
nise a distinction between “long-term” 
and “medium-term” liabilities. 


It is suggested that liabilities falling 
due from thirteen months to five to seven 
years from the date of the balance sheet 
be termed “medium-term” and those 
falling due in periods greater than seven 
years from the date of the financial state- 
ment, “long-term”. For example it is 
clear that in the case of financial institu- 
tions, there are liabilities falling due with- 
in two or three years of the date of the 
balance sheet, which cannot by defini- 
tion be classified as “current”, yet require 
a considerable stretch of the imagination 
to be classified “long-term”. The 
analysis of deferred liabilities into long- 
and medium-term would only be sig- 
nificant where there are, in fact, liabili- 
ties falling into both categories and of 
such an order that the distinction be- 
comes significant for managerial deci- 
sions. 


From the definitions and functions out- 
lined above it is possible to consider the 
sources and deployments of the funds of 
a business enterprise as being classified 
and related, as shown in Table 1. 
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Accountants in Australia and 
abroad are relying more and more 
on Hollerith equipment to process 
the vast mass of data which con- 
stitute the book-keeping of mod- 
ern industry, commerce and gov- 
ernment authorities. To record, 
analyse, remember, calculate, 
compare and tabulate this mul- 
titude of individual  trans- 
actions is the function of the 
remarkable Hollerith 1200 and 
500 series Computers. These 
functions are performed automat- 
ically at speeds measured in hun- 
dreds of operations a second. 


Hollerith is always glad to demon- 
strate the considerable advant- 
ages of the equipment. Please 
contact your nearest Hollerith 
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Hollerith electronic courses are 
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Working Capital. 

The relationships postulated in Figure 
1 suggest that working capital be defined 
as, “that portion of non-current funds 
invested in circulating or current assets”. 
This, it is suggested, highlights the true 
nature of working capital; it is the por- 
tion of the non-current funds available 
to the enterprise, which it is necessary to 
devote. (together with the funds that can 
be obtained on short-term from bankers 
and creditors), to the financing of the 
circulating (current) assets of the busi- 
ness. It will be found that the profit- 
ability of an enterprise is closely related 
to the proportion of the total available 
funds which are devoted to circulating 
assets; the higher the proportion the 
greater tends to be the profitability for 
any given fund investment. 


THE CONTROL OF WORKING 
CAPITAL 
The Current Ratio. 

It has been common practice in con- 
sidering the management of working capi- 
tal to emphasise the significance of the 
working capital or current ratio, both for 
the external analyst and for internal con- 





trol. It is suggested that the importance 
of this ratio has been greatly over- 
emphasised and that without constant 
attention being paid, as suggested by 
Motaal', to the structural health of the 
working capital, little positive control can 
be obtained. In fact the four tests quoted 
by Mr. Gole of (1) the level of working 
capital; (2) the structural healthiness of 
working capital; (3) the circulation of 
working capital, and (4) the comparative 
liquidity of working capital, represent 
four equally important characteristics, 
to which constant attention must be paid 
if a sound financial position is to be main- 
tained. 


It has been contended by many writers 
that whilst the absolute value of the work- 
ing capital ratio may be of little signific- 
ance (as it may vary from industry to 
industry, and from enterprise to enter- 
prise, according to seasons and accord- 
ing to the economic climate), neverthe- 
less trends in the working capital ratio 
are of considerable significance for the 
individual enterprise. However, it may 





1. M. H. B. Abd El-Motaal in Accounting 
Research, October, 1958. 


TABLE I 
WORKING CAPITAL 


SOURCE OF FUNDS 


DEPLOYMENT OF FUNDS 


Class of Types 
of of 
Assets Assets 








Types Nature Period 
of of of 
Liability Funds Liability 
Share Capital 
Reserves , Entry _ =" 
ae ae ated Funds Entity = z 
E> 
s= 
Debenture Stock } Creditors 13 wae o5 
Unsecured Notes Funds 7 years 54 
Z 
Loans on Mortgage Greater 
Unsecured Notes } Grecitere than 
Debentures . 7 years 
n 
Bank Overdraft be 5S 
an verdraft ™ ss o= 
Provision for Taxes a than ES 
Provision for . 1 year 53 
Dividend pe | 
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be maintained that trends in the con- 
(Current Assets  ) 
ventional ratio do 
(Current Liabilities) 
not necessarily indicate whether an 
improvement or a deterioration in the 
position has, in fact, taken place”. Thus 
it will be seen in Table II that an increase 
in the current ratio may not always indi- 
cate an improvement in the health or 
balance of working capital nor need a 
reduction indicate a deterioration in the 
position. Without an objective measur- 
ing rod or standard, little positive con- 
trol can be exercised effectively. 





In Position 2 some portion or all of 
the profit earned in the intervening period 
has been retained in the business and 
(due possibly to poor production plan- 
ning) invested in stocks, or (due to a 
deterioration in collection efficiency) 
invested in debtors. The current ratio 
has improved from 1.3 to 1.5 associated 
with a deterioration in financial efficiency. 


With Position 3 it is assumed that 
stocks have been reduced due to im- 
proved stock control, and the funds so 
released invested in fixed assets incor- 





2. F. K. Wright, “An Examination of the 





porating a more efficient production tech- 
nique. This improved structure com- 
pared with Position 2 is accompanied, 
it will be noted, by a fall in the current 
ratio from 1.5 to 1.2. It thus becomes 
essential to consider the other four 
characteristics outlined above at the same 
time as considering trends in the working 
capital ratio. 


The emphasis placed on the nature of 
working capital in the definition sug- 
gested in this paper supports the alterna- 
tive concept which Mr. Gole has quoted 
from the article by Motaal whereby the 
current ratio is expressed as 


Working Capital 





Circulating Assets, 


and it is contended that this more clearly 
emphasises the object of calculating the 
ratio. It directly indicates what portion 
of the investment in circulating assets 
has been made from deferred (non-cur- 
rent) funds, as well as throwing more 
light on the current assets—liability re- 
lationship for external observers. 


Structural Health of Working Capital. 


To maintain a constant awareness of 
the composition and thus control of the 
































Working Capital Ratio,” The Australian : ‘ “ig : 
Accountant, March, 1956. structure of working capital, it is desir- 
TABLE I. 

Position Position Position 
1 2 3 
Circulating assets 200,000 220,000 180,000 
Less current liabilities 150,000 150,000 150,000 
Working capital 50,000 70,000 30,000 
Fixed assets-cost 120,000 120,000 160,000 
Less provision for depreciation 20,000 20,000 20,000 
100,000 100,000 140,000 
Total assets £150,000 £170,000 £170,000 
Capital 100,000 100,000 100,000 
Reserves 50,000 70,000 70,000 
Shareholders’ funds £150,000 £170,000 £170,000 
Current rate 1.3 1.5 1.2 
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able to examine in tabloid form all its 
components at regular periods of at 
least one month. 


Table III suggests the form in which 
this can be done. It is contended that 
the trend over a period of not less than 
six months is desirable. 


Circulation of Working Capital. 


In making a monthly examination of 
the working capital position it is useful 
to consider the circulating rate of work- 
ing capital and in this connection T. G. 
Rose in “The Internal Finance of Indus- 
trial Undertaking” has suggested a use- 
ful and illuminating technique by the 
calculation of what he terms “circulating 
capital flow speed”, whereby the rate of 
turnover of each component of circulat- 





ing assets is related to sales. Table IV 
has been adapted from Rose’s exposition. 


In Table IV the investment in each 
component of working capital is ex- 
pressed in terms of the number of months’ 
sales, and this tends to give a balanced 
mental picture of the extent to which 
funds are so deployed, in terms of a 
readily recognisable yardstick — one 
month’s sales. It also indicates the 
period in the working capital cycle, 
during which funds remain in each class 
of asset, the debtors/creditors relation- 
ship, and the relative significance of each 
source of “current funds”. 


In addition the “turnover rate” of cer- 
tain items is also shown, as although re- 
lated to sales (and not sales at cost), the 
rate of turnover of circulating capital and 


TABLE Ill 


WORKING CAPITAL MOVEMENT 


MONTH OF 





Month 
1 


Month 
2 3 4 


This 
Month 


Month | Month | Month 
5 





LIQUID ASSETS 
Cash on hand 
Cash at bank 
Debtors 
Readily marketable 

securities 

















WORKING ASSETS 
Stocks 
Prepayments 














TOTAL CIRCULATING 
ASSETS 


























CURRENT LIABILITIES 
Trade creditors 
Bank overdraft 
Provision for tax 
Provision for dividend 





TOTAL CURRENT 
LIABILITIES 








WORKING CAPITAL 














OVERDRAFT LIMIT 
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of working capital (the flow speed) will 
be some measure of the efficiency with 
which funds are being utilised. When 
compared with standards which may be 
set, a valuable guide to fund utilisation 
can be obtained. 


Comparative Liquidity of Working 

Capital. 

It has been customary to consider, as 
a reasonable measure of the liquidity of 
a business, the “liquid ratio” or “acid 
test”, calculated by the ratio of “quick” 
assets to “quick” liabilities. It is sug- 
gested that the detail available to the 
external. analyst makes the calculation 
of the figure so difficult that the result 
can have little significance, whilst for the 
internal analyst it is only significant if 
derived after a thorough analysis has 
been made of the components of working 
capital, and consideration has been given, 
when examining this ratio, to the general 
healthiness of working capital. 


One fundamental problem appears to 
arise from the nature of the test being 





made. It is suggested, for example, that 
the liquid ratio is concerned with the 
very short run; is “designed to show the 
amount of cash available for meeting 
immediate payments”;? is a measure of 
the ability of a business to meet its 
immediate liabilities if called upon, pre- 
sumably in an emergency. But just what 
period should be considered for this pur- 
pose—a period of one month; three 
months, or longer? It will often be found 
that the economic climate in which an 
enterprise may have to consider such an 
emergency procedure, may be such that 
very considerable losses will be experi- 
enced as much of industry will be in the 
same position. 


For the purpose of this exposition it 
is suggested that the liquidity ratio be 
considered as a measure of the ability of 
the entity to meet its liabilities within a 
period of sixty to ninety days. The 
monthly examination of the components 





3. Yorston, Smyth & Brown, Advanced 
Accounting, Volume 3. 









































TABLE IV 
WORKING CAPITAL CIRCULATION 
I OI ig ccusds ccaheccccodigese 
Turnover 
— d Number of Rate 
wee 3 . Months’ Sales Per 
Annum 
Cash on hand 1,000 | iets 
Cash at bank ao — 
Debtors .. 220,000 2.2 1.8 
Securities 100,000 | 1.0 ° 0.9 
Stocks .... 350,000 3.5 2.9 
Prepayments hia weal ti 800 
TOTAL CIRCULATING ASSETS 671,800 6.7 5.6 
Trade creditors . 100,000 1.0 
Bank overdraft . 150,000 1.5 
Provision for tax 40,000 0.4 
Provision for dividend 30,000 0.3 
TOTAL CURRENT LIABILITIES 320,000 3.2 y Wy 
Working capital . 351,800 3.5 2.9 
Sales—Moving annual total 1,200,000 
Current Ratio 
{ Working Capital } 
{ 52% 


Circulating Assets 
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of working capital in the form suggested 
in Table V (based again on T. G. Rose) 
will clearly indicate this position. 


The situation as set out in Table V 
shows the position as the external analyst 
may see it. It will be noted that to get 
a clear picture of the short-run liquid 
position of an enterprise, the financial 
manager must analyse into more homo- 
geneous components the general classi- 
fications commonly found in financial 
statements. Thus it will be found, in 
most organisations, that a proportion of 
the stocks can be readily realised without 
loss of profit in ninety days or sooner, 
whilst on the other hand, some items of 
stock may be in the nature of a fixed 
investment; a basic core of items valued 
at cost or market value which remain 
fixed from year to year. Particularly is 
this so with investments in stores and 
supplies. Furthermore it will often be 
found that the terms of sale and the 








collection pattern of receivables indi- 
cate that all sundry debtors are by no 
means capable of being turned into 
cash “immediately”. Accordingly an 
analysis of sundry debtors will indicate 
some portion being “non-quick”. The 
liquid position may thus be more accur- 
ately analysed as shown in Table VI. 


Importance of Overdraft Limits. 


The article under consideration has 
drawn attention to the fact that the limit 
of the bank overdraft is of considerable 
significance in considering the present 
and potential level of circulating assets, 
and state of working capital. It must be 
recognised that where expansion of the 
level of activity is contemplated, avail- 
able funds in the form of undrawn over- 
draft will enable an enterprise to finance 
the required increase in circulating 
assets without requiring an increase in 
working capital. Thus where the finan- 


TABLE V 


STATEMENT OF LIQUID POSITION 





CURRENT LIABILITIES 


QUICK LIABILITIES 
Trade creditors 
Taxation 
Dividend 

OTHER LIABILITIES 
Bank overdraft 


CURRENT ASSETS 
LIQUID (QUICK) ASSETS 


Cash on hand and at bank 
Readily realisable 
99.5% of trade debtors 


WORKING CAPITAL IS THUS REPRESENTED BY:— 


BALANCE QUICK ASSETS 
Remainder 0.5% of trade debtors 


WORKING ASSETS 
Finished goods stock 
Work in progress stocks 
Raw material stocks 
Prepayments 


LIQUID RATIO = 1.88. 


MONTH OF 
£ £ 
100,000 
40,000 
30,000 
eS 170,000 
150,000 
320,000 
1,000 
100,000 
219,000 
-_—___ 320,000 
1,000 
220,000 
50,000 
80,000 
800 


£351,800 
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cial position indicates that expansion 
will require additional circulating assets, 
the potential working capital require- 
ments can only be ascertained if the 
overdraft limit be known. 


From Table VII (Page 525) it can be 
seen that with the overdraft drawn to its 
full limit an expansion of 25% in the 
level of activity will require in Position 1 
additional working capital of £75,000, 
whilst with an overdraft limit of £75,000 
as in Position 2, no additional call on 
deferred funds need be made. 


In assessing the efficiency with which 
funds are being used, attention must be 
paid to idle cash balances which may 
have been built up, either at the bank, 
or by investment in readily marketable 
securities, in anticipation of projected 








expansion programmes. Some allowance 
should be made for this in determining 
the true level of working capital, so that 
when they are drawn upon for their in- 
tended purposes, the noticeable decline 
in working capital which would other- 
wise be evidenced will not obscure the 
true position. 


Capital Expenditure Projects. 

The significance of capital develop- 
ment programmes raises for considera- 
tion the suggestion that “an important 
ratio to be mentioned in connection with 
capital expenditure projects is the ratio 
of working capital to fixed (non-current) 
assets”.* It appears difficult to establish 





4. V.L. Gole—“The Management of Work- 
ing Capital”. 





TABLE VI 
STATEMENT OF LIQUID POSITION 
MONTH OF... 
CURRENT LIABILITIES f 2 
QUICK LIABILITIES 
Trade creditors .... 100,000 
Taxation .... . 40,000 
Dividend . 30,000 
—_———_ 170,000 
OTHER LIABILITIES 
Bank overdraft 150,000 
320,000 
CURRENT ASSETS 
LIQUID (QUICK) ASSETS 
Cash on hand and at bank (less overseas funds panes 1,000 
Readily realisable securities ... Pee Pee 100,000 
Trade debtors (less items not readily collectable) : 140,000 
Finished goods stocks (readily liquidated) . 60,000 
—_—_ 301,000 
12% of other finished goods stocks 19,000 
320,000 
WORKING ASSETS 
Overseas fund immobilized wane hie 
Trade debtors not readily collectable . 80,000 
Finished goods stocks (balance) . 141,000 
RU I I oe cose secs, occé-vSsves: ase. cans sees, acth: ‘ases 50,000 
Raw material stocks (less core regarded as fixed investment) 80,000 
Prepayments (less items not in fact convertible into cash) 800 


Quick Assets 
LIQUID RATIO: = 1.77. 
Quick Liabilities 





£351,800 
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TABLE VII 





Level of activity (sales) per annum . 
Circulating assets required 
Current funds available 

Overdraft 

Other items 


Non-current funds (i.e. working capital) required .... .... 


Overdraft limit . 


Planned 
Present Position Position 
Position 4. 
£ £ £ 

1,000,000 1,250,000 1,250,000 
415,000 520,000 520,000 
100,000 100,000 175,000 
115,000 145,000 145,000 
200,000 275,000 200,000 
100,000 175,000 





any functional relationships between 
these two factors, at least in the short 
run, thus the value of the relationship is 
certainly questionable. 


The usual industrial enterprise has an 
investment in fixed assets which covers 
plant capable of multi-shift operations 
and the working capital requirements 
may vary considerably from one level of 
utilisation to another with a given fund 
investment in fixed assets. 


Thus where an organisation has fixed 
equipment capable of one-, two- or three- 
shift operations and, operating on either 
one- or two-shift capacity, has attained 
an optimum position relative to the util- 
isation of working capital, an increase in 
activity of the order of 50% or 100% 
will certainly call for additional working 
capital. It is suggested, therefore, that 
there will be no unique relationship 
between any given investment in fixed 
assets, and the amount of working capi- 
tal required. Furthermore, it is probable 
that any capital expenditure projects will 
change any existing relationship, for the 
expenditure may involve either an exten- 
sion of activities, or the replacement of 
existing’ equipment by equipment involv- 
ing a different production technique, thus 
altering considerably the relationship 
between working capital and fixed assets. 


For any given enterprise, there will 
certainly be a functional relationship be- 
tween working capital and the volume 
of activity. This can be expressed in 
the ratio of working capital to annual 
sales and, as a general principle, it will 
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be found that extension of the level of 
activity, irrespective of changes in the 
investment of funds in fixed operating 
assets, will call for accompanying in- 
creases in the amount of working capi- 
tal. 


Standards and Control. 


Constant examination and action is 
essential, if the four characteristics of 
working capital suggested by Motaal are 
to be maintained in a satisfactory state. 
To this task the priniciple of setting stan- 
dards can lend valuable aid, not only for 
the objective measuring rod which can 
thus be obtained, but for the examina- 
tion of the components of fund deploy- 
ments which its compilation will demand. 


In this way the standard investment in 
the various items comprising the circulat- 
ing capital can be determined each month 
and the variations therefrom noted, the 
extent to which working capital falls short 
or exceeds budgeted levels can be con- 
sidered, and standard ratios which will 
have some significance for the enterprise 
as a control medium, developed. 


The successful management of work- 
ing capital must certainly be advanced by 
critical thinking about current account- 
ing approach and concepts and the com- 
prehensive and illuminating discussion 
of the subject contained in the article 
under consideration has added fruitfully 
to the field. 


FURTHER READING, 


Chambers, R. J., “Financial Management.” 

Clemson, L. C. W., “Accounting in Indus- 
trial Management.” 

Paish, F. W., “Business Finance.” 
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AUSTRALIAN SOCIETY OF ACCOUNTANTS 


APPOINTMENT OF 
EXAMINERS 


- accordance with the regulations, appointments of chief ex- 
aminers, assistant examiners and moderators in all papers of 

the examinations of the Society become vacant at 31 December, 
1959—the end of the three-year term of appointment. 


In addition to chief examiners in all papers, assistant 
examiners are required in the subjects of stages 1 and 2 of the 
examinations and moderators in the subjects of Advanced Ac- 
counting, Parts A and B of stage 3. 


Each examiner will be appointed for a period of one year 
(two examinations) in the first instance. If satisfactory, his 
appointment will be confirmed for the remainder of a three-year 
term. Moderators will be appointed for one year only. 


Full particulars of duties and the scale of fees will be supplied 
by any State Registrar on request. 


The subjects of examination are as follow:— 


Stage 1 
Accounting and Auditing 3 papers 
Commercial Law A 1 paper 
Stage 2 
Company Law and Procedure 1 paper 
Company Accounts (including the law relating 
thereto) . SNR gS ge 1 paper 
Commercial Law -. 1 paper 
Monetary Theory and Practice 1 paper 
Commonwealth Income Tax Law and Practice 1 paper 
Stage 3 
Advanced Accounting, Part A 2 papers 
Auditing and Business Investigations 2 papers 
Advanced Accounting, Part B 2 papers 











PPLICATIONS are invited for all positions. They should 
contain full particulars of qualifications and experience 

and be lodged with the General Registrar of the Society, 37 
Queen Street, Melbourne, C.1., not later than 31 October, 1959. 
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COMPANY LAW in VICTORIA 


R. KEITH YORSTON, B.Com. (Melb.), L.C.A. (Vic.), 
S. R. BROWN, LL.B., F.C.A., 
H. JACKSON, A.A.S.A. (Aust.) 


Assisted by R. J. DAVIS, LL.B., 


Barrister and Solicitor. 
SECOND EDITION 


A concise manual for those who are interested in any 
way in the principles and practices of company law. 
The many changes made in company law by the new Victorian Companies Act of 
1958 have brought about a complete re-statement and re-arrangement of company legislation. 
As a consequence of these fundamental changes the authors have completely re-written 
the text in this edition, the aim of which is to provide a text book written in narrative form 
for the use of all concerned in the principles and practice of company law in Victoria, 
both statutory and otherwise. 
It will be especially useful to those who require a reference book for problems arising 
in the practical administration of companies. 


£2/18/-. (Postage 11d.) 
THE LAW BOOK CO. OF AUSTRALASIA PTY LTD. 


140 Phillip Street 456 Little Collins Street 21 Adelaide Street 
SYDNEY MELBOURNE BRISBANE 
BW 8041 _ MU 7888 2-8882 














DO YOU TRAVEL? 


Message to Accountants 


Do members of your firm travel 
by air or sea? Do you have, per- 
haps, an officer or a department 


dealing with executive or staff 
travel problems? SAVE OVER- , | 
HEAD — appoint DALGETYS 


TRAVEL SERVICE as your own 
personalised service to handle all Fa » 
your travel problems—institute a 
monthly credit account, take 
advantage of our expert service 
re passports, documentation, etc. dt 
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IDalgetys TRAVEL SERVICE 


AGENTS FOR ALL SEA AND AIR TRAVEL ANYWHERE 
DALGETY AND CO. LTD., 2 O'Connell Street, Sydney. Tel. B 0524 
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MADAS the UE 
of Superior lies quality 


@ MODERN BUSINESS METHODS REQUIRE MODERN MACHINES 

TO PROVIDE GREATER EFFICIENCY AND WORK SIMPLIFICATION. 

e MADAS MACHINES ARE DESIGNED TO MEET THE MOST 
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second answers to simple 
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Individual products with 
automatic accumulation 
of products to full 
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India Today 


NDIA has just completed twelve years 
of freedom. But political freedom, 
won in August 1947, after a long struggle 
which was unique in the annals of man- 
kind in as much as it was unaccompanied 
by violence, was only the beginning of 
the journey. The problems which faced 
India were common to all under- 
developed countries— mass poverty, 
appallingly low standards of living, slums, 
disease, illiteracy and unemployment. 


A few figures will be illustrative— 
Of a population of 347 million in 1947, 
hardly five per cent had a living standard 
which could be regarded as satisfactory; 
malaria, cholera, smallpox and other 
preventable diseases caused half of all 
deaths; only a negligible number of 
India’s six hundred thousand villages, 
where lived a vast majority of India’s 
population, had roads or any other form 
of communications and transport; in the 
rural areas there was only one doctor to 
25,000 people; hardly one child in three 
of school-going age attended school and 
only one adult in seven could read and 
write; the land was being continuously 
fragmented under the pressure of a 
population growing at the rate of five 
million a year. Agricultural labour re- 
mained idle for half the year. Food 
shortages were chronic and the position 
was aggravated by partition which put 
half of undivided India’s irrigated areas 
in Pakistan. The country’s industry was 
on the whole undeveloped and employed 
under 2.5 million workers. 


On the credit side, India had valuable 
assets in her unexploited natural re- 
sources, including coal, iron ore, man- 
ganese and atomic minerals, and in the 
flow of her great- rivers, and above all 
in her manpower. 


But before all these problems could be 
tackled, the primary need was for India 
to stand up as a “nation” with some unity 
of outlook. When the British withdrew, 
there were nearly 600 princely domains, 
virtually little States within the nation. 
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This is the third article in a series on 
South and South-East Asian countries 
appearing in “The Australian Ac- 


countant.” The articles are being 
published to acquaint members with 
the cultural and economic conditions 
currently existing in those countries 
which it is anticipated will be sending 
delegates to the Asian and Pacific 
Accounting Convention to be held 
in Melbourne on April 4 to 7, 1960. 


* * 








In addition there existed differences of 
religion and language, of custom and 
tradition, of group and class. One of 
the greatest achievements of Indian 
leadership, immediately after the country 
gained its freedom, was the peaceful 
integration of the princely States and 
the unification of the country amidst 
these regional, group and _ sectional 
loyalties. 


The country’s next need was for the 
creation of a political framework within 
which the nation could undertake its 
reconstruction. On 26 January, 1950, 
the people of India adopted a democratic 
Constitution. Its preamble embodies the 
resolve to secure for all citizens: “Justice, 
social, economic and political; Liberty 
of thought, expression, belief, faith and 
worship; Equality of status and of oppor- 
tunity; and to promote among them all 
Fraternity assuring the dignity of the 
individual and the unity of the Nation.” 


In the economic sphere, the Directive 
Principles of the Constitution lay down 
that the State shall strive “to promote the 
welfare of the people by securing and 
protecting, as effectively as it may, a 
social order, in which justice, social, 
economic and political, shall inform all 
institutions of national life.” 
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For the first time in India’s recent 
history, under the new Constitution, the 
people acquired the right of adult fran- 
chise, and in 1951-52 and again in 
1957, India held the largest democratic 
elections in the world. As many as 106 
million voters participated in the first 
and an additional 20 million voters in 
the second general elections. The vast 
majority of these voters were men and 
women from remote villages. 


FIVE YEAR PLANS 


Having thus given the country a demo- 
cratic basis, India turned to her basic 
economic problems. The Planning Com- 
mission was set up in 1950. In the words 
of the Commission, the objective of 
planning in India is “to raise the standard 
of living of the people and open to them 
opportunities for a richer and fuller 
life.” 


India’s First Five Year Plan was 
launched in 1951. Its broad aim was to 
pull the country out of its economic 


stagnation and initiate a process of 
development that could lead to larger 
and bolder economic programmes. In- 
dia’s immediate needs were: increased 
agricultural and food output to feed the 
people and supply the materials of manu- 
facture; irrigation and power to help the 
cultivator and to stimulate expansion of 
large and small industries; and the de- 
velopment of transport and communica- 
tions so as to open up India’s rural areas 
and meet the needs of her industries and 
trade. 


The Plan, therefore, laid the primary 
stress on agriculture. Statistics give only 
a mechanical, partial view of the aims 
and achievements of the Plan, but these 
are none the less revealing. Of the 
total provision of 23,000 million rupees, 
agriculture, community development and 
irrigation and power took over 44%. 
Transport and communications received 
about 25% and social services 23%, 
leaving 7% for industry and mining. 
By the end of the Plan in 1956, the 
country was producing 11 million tons 
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more foodgrains. Cotton production had 
gone up by 11 million bales, and jute 
by 9 million bales. Another 14 million 
acres of land had been brought under 
cultivation; 70,000 miles of road had 
been built and the country had received 
70,000 new primary schools. National 
income had risen by 18% and the per 
capita income by 11%. But this was 
by no means all. The country had ac- 
quired scores of new hospitals, technical 
institutes, scientific laboratories, atomic 
research stations and industries which 
provided employment for millions of 
people. But more importantly, new life 
and confidence had been generated 
among the people. Before the First Five 
Year Plan had ended, demand grew for 
an even bigger Second Plan. 


This came into force in 1956 with a 
total outlay of Rs. 45,000 million. Its 
basic objectives are summed up in the 
expression, “A Socialist Pattern of 
Society”. The accent is on the raising of 
living standards, the enlargement of 
opportunities for all, the promotion of 
enterprises among _ disadvantageous 
classes, and the creation of a sense of 
partnership among all sections of the 
community. Once these aims have been 
stated, the main emphasis in the Plan 
follows, namely, on development of 
basic and heavy industries and transport; 
expansion of the State sector; and the 
fostering and development of small and 
village industries. The first is meant to 
give a solid base for rapid industrialisa- 
tion and an impetus to ancillary enter- 
prises; the second is designed to make 
sure that “the operation of the economic 
system does not result in the concen- 
tration of wealth and means of production 
to the common detriment’; and the 
third is calculated to utilise the country’s 
vast manpower in productive enterprises 
which, while economising capital, offer 
a large volume of employment. 


In statistical terms, during the Second 
Plan India hopes to achieve an increase 
of 25 per cent in the total national out- 
put and 21 per cent in consumer goods 
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and services. Twenty-one million acres 
will be added to the country’s irrigated 
area through minor and major projects 
and agricultural production raised by 
28 per cent; power output will be 
doubled and 14,000 villages electrified; 
her steel production will reach six million 
tons per annum; eight million more 
children will go to primary schools; 
health, housing and other social services 
will be expanded. 


COMMUNITY PROJECTS 


The political and economic changes 
that have taken place in India during the 
last twelve years are of great importance. 
But another significant factor which has 
given the recent developments in India 
the character of a revolution, no doubt 
pacific in its nature, is the programme 
of community projects and national ex- 
tension services launched on 2 October, 
1952 as part of the Five Year Plan. 
What this programme proposed was to 
transform the social and economic life 
and outlook of the rural people, raise 


farm production and incomes, and create 
from stagnant backward villages a vital, 


progressive rural community. It pro- 
posed to do all this, not by coercion, 
but as the “essence of the programme” 
by self-help and participation of the 
people themselves. 


The Community Development pro- 
gramme was based on the knowledge 
that the advancement of millions of 
people in the villages of India is im- 
perative for the nation’s social, political 
and economic development. It recog- 
nised that if these people had in the 
past seemed apathetic, or “pathetically 
content” with poverty, it was because 
they had for so long no opportunity to 
Participate in programmes for their own 
improvement. It was based on the faith, 
already justified, that if they were given 
the chance for self-help they would re- 
spond with their skills, enthusiasm and 
energies to achieve their own advance- 
ment. It was also based on the know- 
ledge that no programme for the advance- 
ment of India’s villages could succeed 
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unless it had the wholehearted cv- 
operation of the rural people themselves. 


Under a unique form of organisation, 
the programme proposed to bring to the 
people the means and stimulus of self- 
help in every aspect of rural life— 
village schools, roads, community centres, 
safe drinking water, better seeds and 
ploughs, knowledge of improved farming, 
methods of health and sanitation. 


The programme began in October 1952 
in 25,000 villages; at the end of the 
First Plan in April 1956, it had reached 
123,000 villages and 80 million people, 
just under a fourth of all the villages in 
India. Today it covers more than 
302,000 villages, with a population of 
over 164 million. 


India’s community development pro- 
gramme has been subject to continuous 
review and evaluation by the Programme 
Evaluation Organisation, especially 
created in the Planning Commission for 
this work in 1952. It has also attracted 
the interest and study of rural sociologists, 
extension specialists, official and non- 
official community development experts 
from many countries. 


Some visiting students of India’s rural 
programme have said that it is the most 
significant experiment in economic de- 
velopment and social improvement in 
Asia at the present time. India was also 
interested in the comment of Professor 
Toynbee: “The practical idealism of 
this great Indian enterprise may be going 
to bring abcut one of the most bene- 
ficent revolutions in the peasantry’s life 
that have been known so far in history.” 


While India is too well aware of the 
human and organisational problems yet 
to be solved to accept such comments 
without reservations, it is commonly 
agreed that the community development 
programme has so aroused the en- 
thusiasm and participation of India’s 
villagers as to constitute a genuine 
people’s movement, a true, if silent, 
revolution. As the Prime Minister, Mr. 
Nehru, said: “Something life-giving went 
to them. A process of rejuvenation set 
in.” Many villagers have been heard to 
say: “We were dead, and now we live.” 
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FOREIGN POLICY 


As a free and independent country, 
India had to lay down her foreign policy. 
In her assessment of the world situation, 
India, like other nations, finds herself 
confronted by two alternatives. One is 
the belief that peace can be maintained 
by building up military might and held in 
balance by an armaments race. The 
other view, shared by India, holds that 
it can be preserved only by peaceful 
means, that the armaments race en- 
dangers its preservation, and that no stone 
must be left unturned to lessen the 
tensions that exist in the world. She 
believes that if a problem is approached 
with a calm mind, the vision will be 
clearer and the result more fruitful. 
India, therefore, reserves unto herself the 
right to judge each question as it arises 
on its merits without prejudice or fear. 


This particular approach to peace: is 
not new to India. It is her traditional 
outlook, both philosophical and _his- 
torical. Philosophically it took shape as 
early as the sixth century B.C. when 
Gautama Buddha condemned violence 
in all its forms and sought through the 
example of his own renunciation a 
solution to human ‘suffering. Historically 
the peaceful approach found its most 
celebrated exponent in the Emperor 
Asoka in the third century B.C. In the 
process of waging a series of wars to 
extend his domain, he became suddenly 
conscious of war’s futility. He re- 
nounced war as a method of conquest 
and adapted the Buddhist creed of non- 
violence both as a national and inter- 
national policy. 


India was fortunate to have a great 
interpreter of the traditional approach in 
Mahatma Gandhi. His insistence on 
ethics and his creed of non-violence 
brought freedom to India by means of a 
unique revolution. He proved that the 
peaceful approach still had a dynamic 
significance for our own era, that blood- 
shed was not the only way, even in an 
age of violence, for a nation to conduct 
its struggle for independence. By casting 
out antagonism from his own view and 
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insisting that his followers do the same, 
he laid the foundations for the co- 
operation that continues today between 
free India and Great Britain. 


India has chosen this way because she 
rejects completely the psychology of 
threat and its by-product fear. She does 
not subscribe to the widely-held belief 
that the affairs of nations can be success- 
fully conducted on a military level. In 
the world’s recent history there is abund- 
ant evidence to prove that neither threats 
of superior force nor displays of armed 
might have been able to create the 
climate in which peace can take root. 
The great malady which affects humanity 
today is fear, born of tensions following 
the armaments race. 


In a world of conflicting ideologies 
there is, to the Indian way of thinking, 
no civilised method of living in harmony 
with those who disagree with her but 
that of peaceful co-existence. To this 
end she upholds the Pancha Shila or 
five principles. Co-existence is one of 
the principles incorporated im Pancha 
Shila, the others being respect for the 
territorial and integral sovereignty of 
others, non-aggression, non-interference 
in the internal affairs of others and the 
recognition of the equality of others. 


Because of her faith in the efficacy of 
this outlook, India remains in the Com- 
monwealth—an example that an associa- 
tion of nations can exist, mutually 
beneficial to one another, without neces- 
sarily having an identity of opinions. 
Because of it, too, she supports the 
United Nations as a focal point of 
international relations, and seeks to 
enlarge its membership. In pursuance of 
this policy of peaceful co-existence, India 
has urged the banning of nuclear weapons 
and the limitation of conventional arma- 
ments, and has deplored any pact or 
treaty that has been based on a military 
approach. 


This is why India deplores racial dis- 
crimination and condemns colonialism. 
Due to certain historical developments 
almost the whole of India came under 
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PRINT ALL YOUR DIRECT MAIL LETTERS 
In YOUR OWN OFFICE... 


PERFORMS ANY PRINTING TASK 


Be your own printer 
and save for these 
good reasons : 


1 Print clear good quality letters. 


2.Print attractive mailing liter- 
ature. 
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inserted in place. No messy 
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DUPLICATOR 


REQUIRED .... 


Cuts costs and time 
on printing. 


CHARTRES Specia! Electronic 
Stencil Service (for your more com- 
plex stencils) is far and away cheap- 
er than block-making or buying 
artwork. It will enable your REX- 
ROTARY DUPLICATOR to re- 
produce elaborate _ illustrations, 
black and white drawings and 
multi-colour mailing pieces. Oper- 
ation is simple, clean and fast. 
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REX-ROTARY DUPLICATOR. 
Irrespective of the size of your busi- 
ness, it can save you time and money. 
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STEP UP PRODUCTION — INCREASE YOUR EARNINGS 


with new factory plant and machinery, 
motorised and mobile equipment, business 
and office machines. 


ESANDA 


WILL HELP YOU GET IT NOW! 


Mr. Businessman—there is no need to delay your expansion 
programme—Esanda can help you replace that old machine 
or modernize your office, thus keeping your working capital 
reserved for day-to-day needs. 

Esanda Hire Purchase finance facilities are available at 
every office of the E.S. & A. Bank to help you acquire 
industrial and commercial plant; new motor vehicles and 
all types of business equipment. 

Take advantage of modern techniques and increase net 


profits. 


ESANDA 


HIRE PURCHASE IS CONFIDENTIAL 


Your business will be kept strictly confidential. 


Esanda terms are reasonable—monthly payments are 


arranged to suit your ability to pay. 
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(Incorporated in Victoria) 


A wholly-owned Hire Purchase subsidiary of The English Scottish and Australian Bank Limited. 
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Nearly 500 offices throughout Australia. 
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British rule, except for a small number 
of French and Portuguese enclaves. The 
movement for freedom in India was 
directed towards the withdrawal of 
British power, but it also had as its 
objective the freedom of the country 
from every kind of foreign influence. 
This movement ultimately resulted in the 
withdrawal of Britain as the principal 
colonial power and the establishment of 
the Republic of India. In course of time, 
the area controlled by France was liber- 
ated and now only small pockets of 
territory remain under Portuguese rule. 


India, it will thus be seen, is neither 
an isolationist nor a neutralist, nor is she 
sitting on the fence. Neutrality has no 
meaning in peace time; it implies dis- 


interestedness and inaction. India has 
neither been disinterested nor inactive in 
international affairs. She has been a 
founder member of the United Nations. 
While keeping apart from the great 
divisions between the powers, India is 
trying to do everything possible to reduce 
the disagreements and to work for peace. 
The active responsibility assumed by her 
to bring about peace in Korea and Indo- 
China; her participation in Common- 
wealh Conferences, or conferences like 
the ones at Colombo and Bandung, in 
themselves demonstrate India’s active 
concern to discover some practical 
method of promoting peace. 

The foregoing article has been supplied by 


the Press Attaché, Mr. J. Mahaian, Informa- 
tion Service of India, Sydney. 





SERVICES CANTEENS TRUST FUND 


The trustees of the Services Canteens Trust 
Fund invite applications for a Post Graduate 
Scholarship for study overseas. 

The fields of study in which the scholarship 
may be awarded are:— 

(i) Any course at any approved University 

throughout the world; 
(ii) Aeronautics in England or America; 
(iii) Travelling scholarship in any field. 
An applicant wishing to pursue any other 
branch of study may apply to the Trustees 
for a scholarship in that field. 
The Scholarship is valued at £A1,000 per 
annum and will be tenable for a period of 
up to three years. 
The Scholarship is open to a child (in- 
cluding step-child, adopted child or ex- 
nuptial child) of a person who was at any 
time between 3rd September, 1939 and 30th 
June, 1947:— : 
(a) a member of the Naval, Military or 
Air Forces of the Commonwealth; or 

(b) a member of any nursing service or 
women’s service attached or auxiliary 
to any branch of the Defence Force of 
the Commonwealth; including 

(c) members of the Canteens Staff of any 

ship of the Royal Australian Navy, and 
any person duly accredited to any part 
of the Defence Force who served in an 
official capacity on full time paid duty. 
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POST GRADUATE SCHOLARSHIP 


Selection will be on merit and will be 
competitive. A Scholarship will be granted 
only to an applicant who, in the opinion of 
the Trustees, has outstanding ability, is of 
suitable character and is likely to obtain 
lasting benefit to himself or herself and to 
Australia by further study. 

The following will be taken into considera- 
tion in determining the award of the scholar- 
ship:—Academic career. Ability for research 
work. Character. The future value to Aus- 
tralia of the subject of research selected. 
Closing Date 

Applications must be lodged with the 
General Secretary, Services Canteens Trust 
Fund, Victoria Barracks, St. Kilda Rd., Mel- 
bourne by 2nd November, 1959. Applications 
should be transmitted through the Regional 
Secretary in your State. 

Application forms and further information 
may be obtained from the General Secretary 
or the Regional Secretary, Services Canteens 
Trust Fund in your State. The addresses of 
Regional Secretaries are:— 

QO’LD. Victoria Barracks, Brisbane. 
N.S.W. 84 Pitt St., Sydney. 

VIC. Victoria Barracks, Melbourne. 
S.A. 22 Grenfell St., Adelaide. 
W.A. Swan Barracks, Perth. 

TAS. Anglesea Barracks, Hobart. 








FINANCIAL NOTES 


OW high can share prices go in 
Australia? In August, the fast- 
rising, booming market seemed to check 
its rush. Some observers had expressed 
concern at the generally high level of 
prices. They had questioned the wisdom 
of pushing prices so far in advance of 
earning prospects—they had said that 
we were over-anticipating the benefits 
that the future appeared to hold for 
Australian companies. 


These views could be correct. But the 
reasons for coming to the conclusions 
were not very scientific. How can you 
tell when share prices are over-antici- 
pating the future? What is the yardstick? 
In London one great traditional indicator 
has been when the yields on shares drop 
below those on certain Government fixed- 
interest securities. In the past this 
occurrence has been the signal for a 
decline in share prices. However, this 
dire event occurred again recently but 
no one took any notice of the signal. 


The fact is that ordinary shares have 
entered a new era of popularity. To-day 
all over the Western world there is a 
great degree of prosperity and a tendency 
for people who have never invested before 
(who have never had the means to in- 
vest) to look to the securities markets. 
With this has come the realisation, 
rightly or wrongly, that inflation is in- 
evitable—that money must be invested in 
securities that will grow. This pointer 
to ordinary shares, away from the old 
idea of gilt-edged securities, has been 
followed by the professional investors; 
the financial institutions who today are 
investing more and more in ordinary 
shares. 


+ + * 


TN America, investors on the Wall 
Street market started their buying 
surge a couple of years ago. They took 
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little notice of the short dip in American 
business, and they were proved correct 
—and they took little notice of later 
official efforts to curb their optimism 
(through Stock Exchange credit con- 
trols), and once again they were proved 
to be correct. On Wall Street at the 
present time there are many investment 
advisors with red faces. Early this year, 
and even before that, they had looked 
at traditional share market indicators 
and told their clients to get out of the 
market. (And in Australia, too, there 
are sharebrokers who early this year ad- 
vised that the market was too high but 
who were later convinced they were 
wrong and advised buying again at prices 
higher than those at which they had 
advised selling a short time before.) 


A result of the booming Wall Street 
market was the tendency of Americans 
to look at the rest of the world for in- 
vestment opportunities. They bought in 
Britain and Europe. Then British in- 
vestors, after their market had risen 
under this impetus, began to realise 
more than ever, the potentialities of 
Australia. They bought here and to a 
lesser extent so too did the Americans. 


This increased overseas interest in 
our shares, superimposed on the greater 
local institutional buying, brought brand- 
new factors to our markets. It was this 
that was so deceptive to our market 
observers. One obvious way of looking 
at things now might be to say that we 
should look to the trends of New York. 
Because of the greater overseas influence 
our markets will now be more in tune 
with the general overseas trend. 


This should work out to some extent. 
Yet there are other unknowns. Invest- 
ment in Australia has traditionally come 
from Great Britain, and now North 
America is interested. To assist these 
countries we have negotiated double-tax 
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agreements. However, we have today 
a more prosperous Europe, particularly 
Western Germany, which is a potential 
investor in Australia. The latest Federal 
Budget brought in a withholding tax to 
encourage people in countries other than 
Britain and North America. Here is an 
influence that we have no chance of 
measuring. The only fact seems to be 
that some of the top financial houses in 
Australia feel that there is scope for 
tapping investment money from these 
sources. 


In short, it is more difficult than ever 
to say just when share prices are too 
high. When someone comes up with a 
practical theory we will listen to him. 
But it seems little use to go on judgment 
which must be based on past share 
market experience. 


+ + + 


ROM the short-term angle, Melbourne 
sharebroker, Mr. Staniforth Ricket- 
son made good sense last month. He 
pointed out the possibility of British 
selling on our market should the 
Macmillan Government in the U.K. be 
returned with a sound working majority. 
Furthermore, he pointed out that there 
had been some evidence that higher 
interest rates in the United States and 
Canada were attracting greater attention 
in Britain. 

In addition, Mr. Ricketson reflected on 
the dangers of the current speculation on 
company take-overs. Here was a new 
speculative angle that was not present in 
the markets of relatively few months 
ago. On this reasoning there will be 
some shares that will be priced too 
highly. From the short-term angle these 
reasons for caution have considerable 
merit. 

+ + 


T might be said that today we have a 
strongly individualistic share market. 
How can general selling be advised when 
to-morrow a certain company could be 
offered a take-over proposition—or to 
avoid one it makes an issue of bonus 
shares? 
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And at this stage who can tell how 
many companies will abandon much of 
their traditional conservatism in account- 
ing and reveal to shareholders more of 
the assets than have ever been known? 
Companies these days, for their survival 
as independent units, must make their 
advantages known to the investment 
world generally. More than ever before, 
companies must take some notice of the 
share market. This lesson has now been 
driven home. Perhaps the trend of June 
30 balance sheets will be more optimistic 
than they might have been because of 
this factor. Individually there could be 
some substantial share price rises in 
prospect from this angle alone. 


That seems to be the summing up of 
the situation. Some share prices might 
be too high because of take-over fever; 
share prices generally might have gone 
far enough from the overseas buying 
angle (although this is extremely difficult 
to predict); yet there seem to be more 
individual share rises in prospect. We 
might, as a result, agree with the ap- 
parently wise ones and say that we should 
be cautious about buying shares. But 
haven’t we always had to be cautious? 
Even on today’s market the investor who 
buys carefully and selectively (as he 
always should have done) will come out 
all right in the long run. 


> * . 


take-over bid for Adelaide Steam- 
ship Co. Ltd., by petroleum dis- 
tributor, H. C. Sleigh Ltd., raises im- 
portant issues in the practice of conser- 
vative accounting by public companies. 
The Sleigh move brought to public atten- 
tion the low profit figures the Adelaide 
company has been disclosing for years, 
and the weaknesses of reporting only 
parent company figures when consolid- 
ated accounts would be applicable. 


In the fight for its existence the 
Adelaide company announced a bonus 
share issue and made an assurance on 
the future dividend rate. This meant 
that, in futare, there would be £348,769 
required for dividends. Yet the highest 
profit the company had earned in 30 
years was £162,777. 
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Accountants are familiar with the 
situation of a company creating inner 
reserves by over-provision for contingen- 
cies, and also with the possibilities of 
holding back profits from public view 
when consolidated accounts are not pub- 
lished. However, the situation came as 
a surprise to the general public. 

Companies which are sensitive at all 
to outside opinion might take note of 
the reaction in this instance—apart 
altogether from the lack of wisdom these 
days in so concealing from the public the 
real position of the company. 

An associated company of Adelaide 
Steamship, J. and A. Brown and Aber- 
main Seaham Collieries Ltd., was quick 
to see the light. This company, whose 
conservative accounting had matched 
that of the Adelaide company, quickly 
announced that it would this year issue 
consolidated accounts. 

There are still more to fall in line 
(and incidentally to disclose the figures 
so important for investment analysis, tax 
provision). Perhaps the Adelaide com- 
pany and J. and A. Brown have hastened 
the trend. 


+ + > 


NOTHER interesting sidelight to the 

boom in company take-overs is 

the question of voting rights on shares. 

Sydney’s Australia Hotel Ltd., which has 

had a hard fight resisting bidders, plans 

to alter its Articles so as to assist it in 
possible future fights. 

The Stock Exchanges have preferred 
a sliding scale of voting because this, in 
theory, meant that the small investor is 
given greater say than he would have if 
every share was entitled to one vote. 

In practice, however, this desirable 
state does not work out. Accordingly, 
the Australia board proposes to alter the 
scale of voting to give every shareholder 
one vote for every share. In explanation 
they state that the present voting method, 
which is on a sliding scale, has up to 
the present proved quite satisfactory. 
“However,” they add, “it does leave 
itself open to abuse by a shareholder 
dividing his shares between nominee 
holders so as to obtain the benefit of 
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the additional votes attaching to the first 
100 or 200 shares. The new article is 
acceptable to the Stock Exchange, while 
the proviso is in accordance with its 
requirements to ensure that the company 
maintains its status as a public company 
for income tax purposes.” 

Another change being made by the 
Australia Hotel board is the sub-dividing 
of 20/- shares into 5/- units. This 
particular company did not give reasons 
for this. However, the practice is grow- 
ing. It is usually understood that this 
move brings the shares within the reach 
of more investors and, therefore, con- 
tributes to a higher market price. This 
state, of course, means that the job of 
a take-over would be made more difficult. 


ot ao ¢ 


INANCE companies are providing an 
interesting variety of profits for the 
recently concluded financial year. Many 
of the medium-sized companies are 
releasing higher figures—the companies 
in hire purchase predominantly, as well 
as those in general financing. 

However, the two biggest companies, 
Industrial Acceptance Holdings Ltd., 
and Australian Guarantee Corporation 
Ltd., have reported rather soberly on 
current trading conditions. The share 
market seems to have taken more notice 
of the reserve of these two companies than 
of the optimism suggested by the others 
and has generally marked down the share 
values of companies in this group. 

Both of the major companies had the 
same theme in their statements. The 
preliminary report on the year’s trading 
issued by A.G.C. expressed the situation 
as follows: “.. . profit fell because of 
reduced hiring charges, increased opera- 
ting costs, losses on repossessions, and 
heavy stamp duty in three States.” 

The fact seems to be that hire purchase 
is tending to be much less of the “good 
thing” it has appeared to have been in 
the past. Validity of the general political 
criticism of excessive charges has been 
losing force because of the trend of the 
smaller companies to vacate the field en- 
tirely in favour of general financing busi- 
ness. 
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STUDENTS’ SECTION 


Manufacturing Expense Variations 


By G. N. BOWLES, B.Ec., A.A.S.A. 
Lecturer in Accountancy, University of New South Wales. 


ANY students appear to have diffi- 
culty with questions based on 
standard cost accounting methods. The 
problem seems to be mainly in the 
calculation of manufacturing expense 
variations when there are variations for 
both idle capacity and efficiency and 
their appropriate treatment in the ledger 
accounts. 


A recent article by W. L. Burke’ 
explained the calculation of (a) idle 
capacity variances where a fixed budget 
is used and (b) idle capacity costs where 
a flexible budget is used. 


The aim of this article is to help 
overcome the difficulty that students have 
in calculating the three expense variances, 
by simplifying the ledger account entries, 
when both the budget and standard 
figures are incorporated into the ledger. 


The treatment found in most text- 
books does not clearly show by the 


The three variances normally cal- 
culated are:— 

(a) Expense budget variance. 

(b) Expense idle capacity variance. 

(c) Expense efficiency variance. 


These are determined by taking the 


differences between the appropriate 
figures for:— 

(a) Budget expense and actual ex- 
pense. 


(b) Budget expense and actual hours 
at standard rate. 

(c) Actual hours at standard rate and 
standard hours at standard rate. 


If information of actual hours is not 
available then only two variances are 
obtainable: — 

(1) Expense budget variance. 

(2) Combination of (b) or (c) re- 

ferred to as “Expense variance” 
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1. “Accounting for 
Australian Ac- 


Capacity Factors”. The 
countant—July, 1959. 
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These would be found as above by “The following information is available 
































taking the differences for:— with reference to a standard cost plan 
(1) Budget expense and actual ex- for a certain period:— 
pense. Budgeted expense at normal capacity— 
(2) Budget expense and standard Variable manufacturing expense £20,000 
hours at standard rate. Non-variable manufacturing ex- 
The diagram here illustrates how, PEMSE oe oe eee eee one £10,000 
by means of journal entries, the infor- Budgeted number of machine 
hours at normal capacity 20,000 


mation to record (a), (b) and (c) is , 
entered in the accounts. For the same period:— 
i Actual manufacturing expense was— 
Under this method only three ledger Variable .... . 17,500 
accounts (apart from work in progress, Non-variable 10,500 
etc.) are used. The variances are the 


Number of actual machine hours 16,000 
balances on each account, and are 


Standard number of machine 


automatically thrown up at balance house Ser Ge cetull guise 

dates. was os 15,000 
For example, take the following ques- State the variations.” 

tion which was set in the Society’s 

“Advanced Accounting ‘B’ ” examination The variance accounts would appear 

in October 1956:— as follows:— 





1. Flexible Budget Assumed. 
EXPENSE BUDGET VARIANCE 





Actual Expense " £28,000 Budget Expense . £26,000 
Variance (Balance) 2,000 
£28,000 £28,000 


IDLE CAPACITY VARIANCE 








Budget Expense n £26,000 Actual Hrs. @ stand. rate ; £24,000 
Variance (Balance) 2,000 


£26,000 | £26,000 


EFFICIENCY VARIANCE 








Actual Hrs. @ stand. rate 24,000 Stand. Hrs. @ stand. rate 22,500 
Variance (Balance) . 1,500 
24,000 ~~ 24,000 
Required calculations are:— 2. Expense rate is 
30,000 
1. Budget expense at 16,000 hours £ = £1/10/0 per hour. 
(80% of normal capacity) 20,000 
. : 3. Actual hours at standard rate 
presonls sai + or Se 16,000 hours @ £1/10/0 — £24,000 
—— 4. Standard hours at standard rate 


£10,000 + £16,000 15,000 hours @ £1/10/0 = £22,500 


The Australian Accountant, September, 1959. 











2. Fixed Budget Assumed. 
EXPENSE BUDGET VARIANCE 

















Actual Expense £28,000 Budget Expense £30,000 

Variance (Balance) 2,000 
£30,000 £30,000 

IDLE CAPACITY VARIANCE 
Budget Expense .. £30,000 | Actual Hrs. @ stand. rate £24,000 
Variance (Balance) 6,000 
£30,000 £30,000 
EFFICIENCY VARIANCE 

Actual Hrs. @ stand. rate 24,000 | Stand. Hrs. @ stand. rate 22,500 
| Variance (Balance) 1,500 
24,000 | 24,000 


Budget expense is as given in the 
example—the other calculations are the 
same as above. 

On this basis there is nc need to 
determine whether the idle capacity 
variance is calculated on:— 

(a) Fixed expense only (flexible bud- 

get), or 

(b) Total expense (fixed budget). 

As the one rate, the standard recovery 
rate is used in both cases. 

Students are reminded that the above 
method is put forward basically for 
examination purposes and that . mere 


knowledge of the calculations to deter- 
mine the variances is insufficient. 

In any problem the information given 
must be thoroughly understood as the 
required details are not always made 
explicit; they may have to be deduced 
from the data of the question. 

Furthermore, it is stressed that the 
usefulness of variances, as an aid to 
control, depends upon a basic under- 
standing of their meaning and the ability 
to present a clear interpretation of them 
to those concerned, with regard to the 
particular situation. 





Management Scholarship 

The Australian Administrative Staff 
College invites applications for the 
Management Scholarship available in the 
College’s seventh session, which will 
begin on 12 February, 1960. 


To assist candidates who might not 
otherwise be able to attend the College, 
the Industrial Finance Department of the 
Commonwealth Bank has offered to 
provide one scholarship in this session 
for award to a business executive. All 
College fees will be paid, and if necessary, 
a sustenance allowance will be granted. 
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Reasonable travelling expenses will also 
be allowed. 


Applications for the scholarship should 
be made to the Registrar of the Aus- 
tralian Administrative Staff College, Mt. 
Eliza, (Vic.), by 1 November. Applicants 
are asked to state relevant details of 
past experience and qualifications and 
their nominators should set out in a 
statement the grounds on which the 
award of a scholarship is sought. The 
decision as to the award will be made by 
the College authorities and the Common- 
wealth Bank in collaboration. 
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REGISTER OF MEMBERS 


Listing the names of members of the Aus- 
tralian Society of Accountants and of The 
Australasian Institute of Cost Accountants who 
have been advanced recently in status, with 
the names of new members and those whose 
names for various reasons have been removed 
from the registers. 


Australian Society of Accountants 


NEW SOUTH WALES 


Provisional Associates: Elmslie, J. Xe Fitz- 
Henry, H. B., King, G. M., Lee, C. * 
Leong, J. A. S., Lewis, W. B., — P. R., 
McAdam, J. WwW. Parker, F. A. Stanley, P. M. 

Associates: Alexander, J. G., Bayley, A. H., 
Brooks, A. E., Brown, J. L., Cassar, J. G., 
Close, A. C., Conroy, B. F., Cragg, W. J., 
Findlay, V., Irvin, J. N., Lean, F. H., 
Marshall, D. A. W., Matthews, A. G., 
McCartin, E. G., Newton, A. J., O’Connor, 
J. C., Oliver, W. R., Percival, A. D., Piazza, 
G. B., Quinn, F. B., Ramsden, R. K., Rich, 
R. R., Steel, T. N., Street, G. K., Taylor, 
T. F., Teece, P. J., Wakeham, J. R., Williams, 
E. R., Wyburn, K. T. 

Advanced to Associate: Cowell, J. E., 
Curryer, A. J., Gauci, J., Harris, L. W., 
Knowles, F. H., Lynch, J. J., Millett, J. A., 
Oliver, B., Service, J. G., Torok, A. B. 

Advanced to Fellow: Mar, M. F. (Mrs.), 
Pryde, H. E., Stewart, K. R., Walker, A. S., 
Watson, R. K., Wickens, R. K. 

Removed from Register: Deceased: Erwin, 
H., Henderson, P. W. E., Hughes, J. L., 
Jessep, A. W. B., Lewis, L., Mildred, H. H., 
Porteous, A. T., Shotton, W. H., Taylor, N. H., 
Thompson, W. J. S., Walker, C. H. 


VICTORIA 


Provisional Associates: “eX 
P. A., Pryor, K. W., Quayle, A 
Tan, J. HH. 

Associates: Anderson, A. C., Bannon, F. G., 
Beck, R. C. J., Bolger, G. V., Campbell, a: Tes 
Copp, C. E., Coulson, . ’ Cowper, D. M.., 
Dawson, R. E., Donelly, F., Dwight, H. W., 
Ellis, G. S., England, D. H., Falk, E. E., 
Hester, S. ol Holland, L. A., Humphreys, 
J. R., Jones, Kenna, F. A., Lung, T. K., 
Marshall, A. A McPherson, P. A. W., 
Newton, A. G., Permezel, D. W., Robinson, 
B. R., Rodgers, K. D., Sinclair, R. W., Singh, 
G. B., Slaney, A. J., Spitzer, G., Stodden, 


P., — 
, Samuels, L 


E. W., Thomas, J. G., Tregaskis, P. S. 
Fellow: Kay, R. M. 
Advanced to Associate: Bliss, K. G., 
Grinwald, P., Hall, W. L. C. 
Advanced to Fellow: Buttner, F. A., 


Duffell, E. (Miss), Edwards, L. H., Henry, J., 
Ley, L. N., Whiteway, F. T. P. 

Removed from Register: Deceased: Adam- 
son, R., Meere, J. G., Neilson, P. Resigned: 
Mellor, E. M. (Mrs.). 
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QUEENSLAND 


Provisional Associate: Choong, E. E. 
Associates: Alexander, L. R., Mcintyre, 
C. D., Robertson, A. M., Sanderson, L. R., 
a J. McA., Thorne, E. J., Warburton, 
a 4: 
Removed from Register: Deceased: Beames, 
W. B., Smith, A. N., Wood, J. D., Wyatt, 


W. G. 
WESTERN AUSTRALIA 
Associates: Anderson, K. A., Everard, P. D. 
SOUTH AUSTRALIA 


Provisional Associate: Lock, B. C. 
Associates: Anderson, B. J., Canaway, C. L., 


Collins, I. R., Eaton, H. S., Hartley, D., 
Hickey, J. R., Lock, W. D., Ryan, K. C., 
Schulz, R. A. 

Advanced to Associate: Daw, A. B. S&., 
Putna, R. J. 


Advanced to Fellow: Elliott, P. R. 
Removed from Register: Resigned: 


with, K. A. 
TASMANIA 


Provisional Associate: Garrott, J. L. 
Associates: Harvey, B. D., Jack, K., Noble, 
H. S., Smith, T. A. 


Beck- 


Advanced to Associate: McKay, A. E. 
(Mrs.). 
OVERSEAS 
Provisional Associates: Bell, P. H., Chee, 


Y. L., Clough, P. H., Ho, C. C., Nallusamy, 
A., Teh, K. H. 
Associates: McRae, B. J., Thong, C. L., 
Varghese, S., Woods, P. E. 
Advanced to Associate: Tong, H. S. 
Advanced to Fellow: Cruikshank, A. J., 
LeMaistre, E. J. 








*. 


Australasian Institute of Cost 
Accountants 


VICTORIA 


Provisional Associate: Tan, J. H. H. 


Associate: Davey, R. H., Egan, B. J. C., 
Flood, M. J., Forbes, F. K., Seddon, R. W., 
Smith, K. M. 

NEW SOUTH WALES 


Provisional Associates: Gleeson, T. M.., 
Middleton, D. M. 

Associate: Colmer, N. B., Don, B., McNab, 
E. A. W., Penfold, C. J., Rappaport, F. B., 


Waldron, E. W. 
Advanced to Fellow: Dryen, R. G., Moore, 


G. D. 
Removed from Register: Deceased: Taylor, 
QUEENSLAND 
Provisional Associate: McFarlane, G. 
(Miss). 
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Letter to the Editor 


The Editor, 
Sir— 

I would like to applaud the breadth, depth 
and general merit of Professor Cochrane’s 
article in your July issue. There are, however, 
some points on which I would like to comment. 


1. The professor says that the ratio of 

government expenditure to total domestic 
expenditure has declined from 22% in 
1952/53 to 18% in 1957/58. He then 
says: 
“There is accordingly a large leeway in 
government expenditure to be made up.” 
Is there any reason why 1952/53 should 
be used as a base for an assumption that 
there is a large leeway to be made up? 
Maybe there is some cause for pleasure 
rather than concern. 

2. There is also the question of how govern- 
ment expenditure is made. One couldn’t 
help but agree with the need for better 
roads and transport facilities. However, 
the professor mentions in the same para- 
graph the beautification of Canberra cost- 
ing £l1lm. a year for five years and an 
increase of 10/- per week in the pensions, 
costing £20m. per year. I wonder just how 
enthusiastic the pensioners would be 
about being bracketed with the beautifica- 
tion of Canberra. 

3. There seems to be a general tendency on 
the part of economists to applaud progress 
measured by graphs and statistics without 
taking into account the humanitarian fac- 
tors. An expanding economy bears heavily 
on the rentier class and particularly, on the 
aged poor. One does not mind being taxed 
to help them but the provision of artificial 
lakes in Canberra is something else again. 


J. G. WILSON, 
Toorak, Victoria. 
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NEW BOOKS 


Recent additions to the Society’s Central 
Library, Melbourne. Requests for books 
should be made _ through Divisional 
libraries. 


Advanced cost accountancy. J. E. Smith 
and J. C. W. Day. London: Gee and Co., 
1959. 170 pp. 

The balance of payments. J. E. Meade. 
London: Oxford University Press, 1956. 432 


Basic motion time study. G. B. Bailey 
and Ralph Presgrave. New York: McGraw- 
Hill, 1958. 195 pp. 

Bid for power. George Bull and Anthony 
Vice. London: Elek Books, 1958. 240 pp. 

Budgetary control and standard costs; the 
practice of accountancy as an aid to manage- 
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ANNUAL RESEARCH 
LECTURE 


The twentieth annual research lec- 
ture in the University of Melbourne, 
endowed by the Society, will be 
given by Mr. R. Keith Yorston, 
president of the N.S.W. Division of 
the Society. 

The lecture will be held in the 
Commerce lecture theatre on Wed- 
nesday, 30 September, commencing 
at 8.15 p.m. Mr. Yorston’s subject 
will be “Reporting Financial In- 
formation to Employees”. 


* * 








ment, 4th ed. J. A. Scott. London: Pitman, 
1958. 213 pp. 


Business forecasting. Elmer C. Bratt. New 


York: McGraw-Hill, 1958. 366 pp. 

Business mergers and _ take-over bids. 
Ronald W. Moon. London: Gee and Co., 
1959. 210 pp. 


Cases on trusts. H. A. J. Ford ed. Sydney: 
Law Book Co., 1959. 794 pp. 

The changing map of Asia, 3rd ed. W. 
Gordon East and O. H. K. Spate, eds. 
London: Methuen, 1958. 434 pp. 

Company planning and production control; 
the story of a manufacturing company. 
Organisation for European Economic Co- 
operation. Paris: 1958. 92 pp. 

Costing a casting. Association of Bronze 
and Brass Founders. Birmingham: 1958. 2 
parts. 

The development of Australian trade union 
law. J. H. Portus. Melbourne: Melbourne 
University Press, 1958. 267 pp. 

The elimination of double taxation. Organ- 
isation for European Economic Co-operation. 
Paris: 1958. 63 pp. 

Equipment and methods for the smaller 
office. Laura Tatham. London: Business 
Publications, 1958. 104 pp. 

A guide to auditing. W.T. Dent. London: 
Gee and Co., 1958. 144 pp. 

Housing finance in Australia 1945 — 1956. 
M. R. Hill. Melbourne: Melbourne University 
Press, 1959. 212 pp. 

Interfirm comparison for management. 
Herbert Ingham and L. Taylor Harrington. 
London: British Institute of Management, 
1958. 70 pp. 

The iron and steel industry: uniform cost 
system, rev. ed. British Iron and Steel Federa- 
tion. London: 1958. 216 pp. and forms. 

A guide to the practice of public relations. 
Institute of Public Relations. London: New- 
man Neame, 1958. 243 pp. 
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Lots of Cheap Fun 





T began when I got a Thing about 

uniformity. For instance, I was dis- 
posed to debit fire premiums to an 
account titled “Insurance, fire”, under I, 
while my partner was apt to charge it 
to “Fire insurance”, under F. 

Not only was this inconsistency within 
the one organisation bad of itself, I con- 
sidered, but if one wanted to employ 
semi-skilled labour successfully, one had 
to present it not with a series of prob- 
lems (as when all the seniors want 
things done a different way) but with a 
series of familiar tasks (as when all the 
seniors want things done the same way). 

I therefore decided to write down all 
the possible ways of doing all the re- 
petitive tasks around the place, select 
the best way of doing each, and declare 
that The Law. 

What happened about it in the end 
may be the subject of a later article in 
this journal, but for the moment I am 
concerned with a useful gimmick I 
stumbled on incidentally. 

The first job was to compile an 
alphabetical list of all the names ordinarily 
used for general ledger accounts, and 
where several were substitutes for each 
other, decide which was most descriptive 
of the nature of the account, and declare 
it to be the “standard title”, to be used 
always, unless exceptional circumstances 
made a departure desirable. 

This list, when completed, contained 
some 900 entries. Now, starting with a 
blank sheet of paper, how does one make 
an alphabetical list of 900-odd items? 
Well, the easiest way is to borrow mine 
and copy it, but that spoils the story 
somewhat. 

I started with 26 sheets of ruled fools- 
cap headed A, B, C and so on. At the 
head of the first sheet I wrote 
Advertising, 

Afternoon tea, 
Airfreight, in, 
Airfreight, out. 
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By “HA’PENNY EACH” 


Advertising suggested Publicity, Pub- 
lic relations, Relations public. I discarded 
Relations public as unlikely, but duly 
cross-indexed the others. Afternoon tea 
suggests Morning tea, Tea money, Milk, 
Soap, Biscuits and a host of other com- 
forts for staff, and I patiently dealt with 
all these. 

Then I thought of Abrasives. I 
realised that this should go before Ad- 
vertising, so I put it after Airfreight, out, 
and drew an arrow to show where it 
ought to go. After a few days of this, 
my 26 sheets were in a shocking mess, 
and the job only about one-tenth done. 
I had my secretary type it out, with all 
the entries in the right order, and triple- 
spaced for new insertions. After a while 
the typed list was as bad as the draft, 
and had to be done again. And again, 
each run more tedious and cumbersome 
than the last. 

Then I had The Idea. I do not imagine 
I was the first to have it, but anyway, 
I bought a quantity of plain white 3 in. 
x 5 in. cards at 4/- per hundred. I 
wrote an item on the first, and the cross- 
entries which it suggested on a number 
of others, and placed the lot in alpha- 
betical order. The job became a pleasure, 
and when it was done it was a simple 
matter for a typist to run through the 
cards and type out the list. 

Since then I have had a lot of fun 
with these cards. I write my waiting jobs 
on them, and arrange in order of urgency. 
I have noted the names of lines of stock 
on them, and had typed alphabetical, 
cross-indexed blank stock sheets that 
make stock-taking a pleasure, for others, 
that is. 

I’ve been in the game too long to 
become involved in that horrible chore 
under any circumstances, but the point 
is that wherever a large number of items 
have to be arranged in a certain order, 
these inexpensive cards are just the 
thing. 
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NEWS AND NOTES 


Australian Society of 
Accountants 


QUEENSLAND 


Meeting of Executive Committee 


To mark Queensland’s Centenary Year it 
was arranged that the July meeting of the 
Executive Committee be held in Brisbane. 
The committee met on Monday the 13th and on 
the preceding Friday evening members of the 
committee were entertained at a buffet dinner. 


The hosts were members of the Queensland 
Divisional Council headed by the State Pre- 
sident, Mr. R. E. Iliff. A number of leading 
citizens, representative of commerce, industry 
and government in Queensland, were also 
present. 

During the function, the President of the 
Society, Mr. R. F. Butt, presented a life 
membership certificate to Mr. J. E. England 
in appreciation of his services to the pro- 
fession. 


Arthur Capper Moore Memorial Lecture 


As a further Centenary year gesture, the 
Arthur Capper Moore Memorial Lecture was 
held in Brisbane om 13 July. With the 
President, Mr. R. F. Butt as chairman, Mr. 
G. S. Shrapnel, a_ well-known economist, 
delivered an address on “The Significance of 
Hire Purchase to Australian Business”. More 
than two hundred members were present and 
the general interest in this topic was indicated 
further by the many questions asked at the 
conclusion of the lecture. Mr. W. P. Henson 
(vice-president of the Society) moved the 
vote of thanks to the speaker. 


Special Luncheon 


On 10 August, over seventy members of 
the Institute of Municipal Administration, 
who were attending a conference in Brisbane, 
were entertained by the State president of 
the Society, Mr. R. E. Iliff and members of 
the Divisional Council at a luncheon held at 
the Canberra Hotel, Brisbane. Among those 
present were Messrs. R. F. Butt (President 
of the Society), R. L. Murray (Auditor- 
General), and A. V. Angove (State president 
of the Institute of Municipal Administration). 


Local Government’ Acts 


The result of representations made to the 
Auditor-General on behalf of the Society by 
Mr. R. F. Butt and Mr. E. N. Ham for the 
amendment of Local Government Acts was 
recently circulated to those members of the 
Society who are Local Government auditors. 


Lower Burdekin Study Group 


The inaugural meeting of the Lower Bur- 
dekin Study Group was held at the Ayr 
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Shire Office on 22 June. Mr. Weatherstone 
was elected chairman of the group and Mr. 
F. W. Efford, hon. secretary. A programme 
committee was also elected and this com- 
mittee later drew up a programme for the 
group’s monthly meetings for the remainder 
of the year. It is intended to hold meetings 
on the third Monday of each month at the 
Ayr Shire Office commencing at 7.30 p.m. 
Details of this tentative programme are:— 
September: “The Cane Farmer and His Taxa- 
tion and Probate Problems”; October: “Ex- 
amination Preparation”; November: “Meeting 
Procedure”; December: “Mechanised Account- 
ing”. 

Educational Activities 


Members heard an address by Dr. Harold 
F. Bell, B.A., M.Com., Ph.D., A.A.S.A., on 
the subject of “Recent Developments in the 
Investment World” on 5 August. Dr. Bell, 
economist with the A.M.P. Society, 
has made a close study of capital market 
arrangements in various countries and, in the 
course of his lecture, he examined some 
interesting recent developments in the in- 
vestment field, both in Australia and inter- 
nationally. Topics discussed included: “Pur- 
chase/lease” or “lease-back” arrangements for 
financing real property investment. The 
revival of international portfolio investment; 
the dilemma of inflation and a survey of 
index-clause arrangements in investments: the 
short-term money market in Australia and 
other British Dominions. 


Practising Accountants’ Group 


At the monthly meeting of the Practising 
Accountants’ Group held on 3 August, dis- 
cussion on taxation was continued. The 
discussion was led by the following speakers, 
each of whom gave a short address on the 
respective subjects:—Mr. S. G. Stormonth: 
“Definition of a Resident”; Mr. A. V. Hill: 
“Taxation Snippets’; Mr. E. Glaser: “Fees 
Earned by a Professional Man and Collected 
by His Trustee After Date of Death (Sec. 
101 A)”. 

Although the group is described as a 
Practising Accountants’ Group, members em 
ployed in practising accountants’ offices are 
welcome to attend its meetings. It is con- 
sidered that considerable benefit is to be 
gained from attending and joining the dis- 
cussions, the keynote of which is informality. 
Meetings are held in the Overseas League 
Rooms, Eagle Street, on the first Monday of 
each month. Light refreshments are served 
from 5.15 p.m. to 5.45 p.m. and the meeting 
concludes at 7 p.m. 


Personal 

Mr. G. H. Nelson, F.A.S.A., manager of the 
Brisbane Permanent Building and Banking Co. 
Ltd., retired from the bank’s service on 31 
August. He has been manager for seventeen 
years. Formerly, he was an official of the 
City Council for 30 years, where his positions 
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included manager for works, water supply and 
sewerage, chairman of the Metropolitan Works 
Board, and, latterly, manager for finance. Mr. 
Nelson was a member of the Queensland 
Institute of Accountants until it was absorbed 
by the Commonwealth Institute in 1921. He 
became State president of the Commonwealth 
Institute in 1939-40 and was a member of the 
Divisional Council of the Society until his 
retirement in 1956. He was president of the 
Accountants’ and _ Secretaries’ Educational 
Society in 1924 and 1930 and at present is a 
governor of Rotary International, World vice- 
president of the Christian Endeavour movement 
and vice-president of tthe Brisbane Y.M.C.A. 


SOUTH AUSTRALIA 


Annual Lecture 


The annual lecture in the University of 
Adelaide was delivered by Professor E. Bryan 
Smyth, Professor of Accountancy, University 
of New South Wales at the Mawson Lecture 
Theatre on 5 August, and was attended by 
a large audience. In his paper, “The Develop- 
ing Role of the Accountant in Management”, 
Professor Smyth explained the results of a 
considerable amount of research undertaken 
by him on this subject. The lecture was 
chaired by Professor Sir Mark Mitchell, 
Acting Vice-Chancellor of the University of 
Adelaide, and the vote of thanks to the 
speaker was proposed by the South Australian 
State president of the Society, Mr. H. 
Duncan. Following the lecture, Professor 
Smyth was entertained at supper by members 
of the South Australian Divisional Council, 
and an opportunity was given to representatives 
of kindred associations to meet him. 


July Luncheon 


Some 120 members attended the July 
luncheon and enjoyed an interesting address 
by Lt. Commander J. Homewood of the 
Torrens Naval Depot on the subject of 
“Navy Frogmen”. The luncheon was held 
at the South Australian Railways refresh- 
ment rooms. 


Personal 


Messrs. E. W. Painter, E. M. Forbes and 
G. W. Raphael, of Epworth Building, 33 
Pirie Street, Adelaide, have admitted Mr. 
A. R. Raphael into partnership. The practice 
will be carried on at the same address as 
previously under the firm name of Messrs. 
E. W. Painter, Forbes & Raphael. 

Mr. F. C. Drew, F.A.S.A., has been re- 
appointed by the Executive Council as chair- 
man of the Electricity Trust of South Aus- 
tralia for a further five-year term. 


Mr. G. W. Sneddon, F.A.S.A., has been 
appointed general manager of Master Butchers 
Ltd., Adelaide. Consequent upon this ap- 
pointment, Mr. Sneddon has accepted appoint- 
ment as a director of Woolscourers (S.A.) Ltd., 
Fellmongers (S.A.) Ltd., Waymouth Guarantee 
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& Discount Co. Ltd., and managing director of 
Ambco Ltd. He is also chairman of the South 
Australian Board of Australian and Inter- 
national Insurances Ltd. 


Mr. A. W. W. Cilento, F.A.S.A., has been 
appointed chief inspector of the Savings Bank 
of South Australia. 


Mr. K. D. Williams, A.A.S.A., has been 
appointed general manager of the South Aus- 
tralian Farmers’ Co-operative Union. 


TASMANIA 


State Convention 


The second State Convention was held at 
Launceston from 11 to 13 September. The 
convention was officially opened by the Mayor 
of Launceston (Alderman J. S. McGowen) 
and amongst those present were the President 
of the Society (Mr. R. F. Butt), the General 
Registrar (Mr. C. W. Andersen) and repre- 
sentatives of allied societies. There was a 
most satisfactory attendance of members, and 
the technical programme was as follows:— 


First Technical Session: “Control of 
Stock”. Speaker: F. T. Whiteway, F.A.S.A., 
General Manager, Edments Ltd., Melbourne. 
Second Technical Session: Bema and 
Budgeting”. Speaker: L. R. Dawborn, B.Com., 


A.A.S.A., Manager, Harston, Partridge & 
Co. Pty. Ltd., Melbourne. Third Technical 
Session: “Problems and Opinions” Session. 
Topics and speakers were:—‘“Taxation”: 
Speaker: J. V. Doyle, F.A.S.A., public ac- 
countant, Launceston; “Electronics and Ac- 


counting”: Speaker: V. A. Benjafield, A.A.S.A., 
Chief Accountant, Cadbury-Fry-Pascall Pty. 
Ltd., Hobart; “Reserves and Provisions”: 
Speaker: H. T. Matterson, A.A.S.A., Aus- 
tralian Titan Products Pty. Ltd., Burnie. 


1959 Lecture Series 


The 1959 lecture series concluded on 24 
August with a Symposium of Statistics and, 
following the meeting, the lecturers for the 
series were entertained .at supper by members 
of the Divisional Council. The State presi- 
dent (Mr. J. G. Cooper) expressed apprecia- 
tion to the lecturers for their contribution to 
the success of the series. 


Research Officer’s Visit 


The research officer of the Society (Mr. 
K. A. Middleton) will visit Tasmania in 
October and address meetings in Hobart, 
Launceston and Burnie on October 12, 13 
and 14 respectively. The subject of Mr. 
Middleton’s addresses will be “Bases for 
Capital Expenditure Decisions”. An _ intro- 
ductory outline of the subject appeared in 
the May issue of “The Australian Accoun- 
tant”. 


Personal 


Mr. W. O. Jennings, F.A.S.A., has been 
appointed Auditor-General for Tasmania. 
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WESTERN AUSTRALIA 


August Luncheon 

The speaker at the August luncheon was 
Mr. Frank Cross who has been with the 
Employers’ Federation (W.A.) for 33 years, 
first as industrial and court advocate, then 
as secretary. He has recently been appointed 
director. Mr. Cross was the Australian em- 
ployers’ advisor at the 1958 International 
Labour Organisation Conferences at Geneva. 
He took as his subject the query “Of What 
Use is the International Labour Organisation?”. 


Fremantle Luncheon 


The speaker at the July luncheon of the 
Fremantle Branch was Mr. Jack Coulter, 
police court roundsman for the “Daily 
News”. He spoke in his capacity as a crime 
reporter, and kept everyone present interested 
in a recital of his experiences, both serious 
and humorous. 


Combined Study Group 


An interesting experiment of combining the 
research and study groups of the Australian 
Society of Accountants, The Australasian 
Institute of Cost Accountants and the Char- 
tered Institute of Secretaries, proved most 
successful. Under the chairmanship of Mr. 
R. S. Middleton, chairman of the Cost Ac- 
countant’s Research and Study Group, three 
speakers, namely Mr. J. M. Groom (repre- 
senting the Society), Mr. H. Wheatly (re- 
presenting the Chartered Institute of Sec- 
retaries) and Mr. C. Sears (representing the 
Cost Institute) spoke on the subject of 
“Accounting Decisions which May be Affec- 
ted by Tax Considerations”. After a series 
questions had been answered, Mr. W. S. 
Glossop, who is a member of all three bodies, 
gave a summary of the talks. The meeting 
was well-attended and should be the fore- 
runner of similar talks during the year. 


NEW SOUTH WALES 


New Councillor 


Mr. J. W. Goodsell, C.M.G., F.A.S.A., has 
been elected to fill the casual vacancy on the 
Divisional Council caused by the resignation 
of Mr. F. Howe Talbot, F.A.S.A. Mr. Good- 
sell is president of the Metropolitan Water, 
Sewerage and Drainage Board and was pre- 
viously Under Secretary of the New South 
Wales Treasury. 

It was with regret that the Divisional Council 
accepted the resignation of Mr. Talbot, who 
had been a Councillor of the Society and one 
of its antecedent Institutes for more than 
twenty years. He has been Australian president 
of the Commonwealth Institute, and State 
president of the N.S.W. Division of the Com- 
monwealth Institute and served on many 
committees. The Council has placed on record 
its appreciation of the valuable service he 
rendered to the profession. 
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Personal 


Mr. P. C. Levy, A.A.S.A., A.C.A.A., is 
now conducting his practice at Optometry 
House, 283 Elizabeth Street, Sydney. 

Messrs. S. S. Downes and Sons are now 
conducting their practice at the Prudential 
Building, 39-49 Martin Place, Sydney. Tele- 
phone BW 2992. 

Mr. N. B. Moore, A.A.S.A., has retired 
from the firm of Messrs. Staples and Staples, 
public accountants, and is now practising on 
his own account at 56 Walter Street, Mort- 
dale. 

Messrs. Greenwood, Challoner and Co., 
admitted Messrs. D. B. Mitchell and J. S. 
Young as associate partners on 1 July. The 
firm will continue in the same name and at 
the same address. 

Mr. I. A. Ramage, B.Ec., A.A.S.A., (Prov.), 
has been appointed to succeed, as secretary 
of Sydney University Union, Mr. T. William, 
B.Ec., who will retire, after thirty-five years’ 
service, in February, 1960. 

Mr. Robert E. Cartwright, A.A.S.A., 
A.C.A.A., and Mr. Frederick W. M. Brown, 
A.A.S.A., A.C.A.A., practising as Messrs. 
Cartwright, Brown & Co., have moved to 
larger premises at Lasker House, corner 
Anglo Road and Beamish Street, Campsie, 
N.S.W. Their new telephone numbers are 
78-8337 and 78-8133. 


VICTORIA 


Personal 

Messrs. Hughes, Fincher & Rodda, are now 
conducting their practice at 365 Elizabeth 
Street (corner of Latrobe Street), Melbourne, 
C.1. Their new telephone number is 34-9134. 

Mr. K. M. Cox, F.A.S.A., has taken over 
the practice formerly conducted by Mr. B. 
Logue, F.A.S.A., at 62 Swanston Street, 
Melbourne. 

Mr. E. W. R. Grace, A.A.S.A., A.C.A.A., 
chief executive officer and secretary of St. 
Vincent’s Hospital, has been elected State 
president of the Australian Institute of Hos- 
pital Administrators. 


BALLARAT BRANCH 
Lecture 


A well-attended meeting of the Branch was 
held at the Ballarat “Wattle” on 24 August, 
when Mr. R. J. King-Smith, A.A.S.A., of the 
accounting machine division of National Cash 
Register Co. Pty. Ltd., demonstrated a late 
model accounting machine which incorporated: 
the automatic decisioning feature, and the 
creation of punched paper tape as an auto- 
matic by-product of normal accounting 
operations. 

Following the demonstration, Mr. King- 
Smith gave a talk illustrating the value and 
use of the punched paper tape, either for the 
automatic reproduction of punched cards for 
punched card installations or, as the direct 
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input to electronic data processing systems. 
In introducing the speaker, the chairman of 
the Branch Council, Mr. Neil Crouch, A.A.S.A., 
who presided, emphasised the rapid develop- 
ment being made in accounting mechanisation 
and stressed the importance for members to 
obtain first-hand information about the methods 
of producing data for use in electronic data 
processing. A vote of thanks to Mr. King- 
Smith was proposed by Mr. R. Mosman, 
deputy chairman of the Branch Council. 


MALAYA 


Personal 


Mr. Chang Sow Khong, B.Com. (Melb.), 
A.A.S.A., formerly the local representative of 
the Society in Malaya, has accepted the im- 
portant position of chief accountant of the 
Central Bank of Malaya. After pursuing a 
course at the Bank of England, he is visiting 
the United States of America to study the 
operations of the Central Reserve Bank. His 
practice at Kuala Lumpur has been taken 
over by Mr. Hew Kiang Main, A.A.S.A., 
who has been appointed the local represen- 
tative of the Society in Malaya. His place 
on the local committee of advice will be 
taken by Mr. Chang. Mr. Hew Kiang Main 
and Mr. Chan Chee Hong, A.A.S.A.,— 
another member of the local committee of 
advice—have been appointed to the Board of 
Review set up under the Income Tax Ordin- 
ance of the Federation. A further member 
of the local committee, Mr. R. F. White, 
F.A.S.A., is the Comptroller of Inland 
Revenue. 





Seen 2 


Australasian Institute of 
Cost Accountants 


NEW SOUTH WALES 


Resignation from Divisional Council 


At the July meeting of the Divisional 
Council, the resignation of Mr. A. E. New- 
combe, F.A.S.A., F.C.A.A., works manager, 
Telephone and Electrical Industries Pty. Ltd., 
was accepted with regret. Mr. Newcombe 
has been a councillor since April, 1943, and 
during 1945/1946 held the office of State 
president. In 1948 he was the State represen- 
tative on the General Council. Mr. Newcombe 
is at present overseas on a business trip. 


Activities Committee 


Mr. G. W. Williams, A.A.S.A., A.C.A.A., 
of Messrs. Offner Hadley & Co., has joined 
the activities committee to assist in planning 
future Institute activities. 

Details have almost been finalised for a 
costing seminar on the contentious subject of 
“Direct Costing” to be held in. Sydney early 
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in November, 1959. Full details will appear 
in the next issue of the journal and members 
will be advised by mail of the complete 
details of this meeting. 


Personal 


Mr. C. Williams, A.A.S.A., A.C.A.A., has 
been appointed accountant for Pressed Metal 
Corporation Ltd. at Enfield. 


Congratulations are extended to Mr. E. G. 
Astill who obtained first place in Australia 
in Paper 3 at the May, 1959, examinations. 


QUEENSLAND 


Lunch Hour Discussion 


Mr. E. O. Burns, B.Com., A.A.S.A., 
A.C.A.A., an agricultural economist in the 
Economic Research Branch of the Queens- 
land Department of Agriculture and Stock, 
was discussion leader at the lunch hour 
meeting held on 20 July. Mr. Burns is well 
qualified to discuss his subject, “The Cost 
Accountant and the Farmer”, as he is en- 
gaged in research on farm management 
economics including farm budgeting and en- 
terprise costing. 


SOUTH AUSTRALIA 


August Meeting 


On 3 August, Mr. R. C. Ctercteko, A.A.S.A., 
South Australian manager of International 
Business Machines Pty. Ltd., addressed a 
well-attended meeting of members at the 
Playford Building, South Australian School 
of Mines and Industries, when he showed 
some strip films and a movie film on the 
operations of the 305 RAMAC (Random 
Access Memory Computer) machine. An 
invitation was extended to senior mathematics 
students of Prince Alfred College to attend 
the meeting and approximately 20 students of 
the College took the opportunity of hearing 
this address. 


VICTORIA 


Determining Labour Costs 


An interesting lecture took place on 5 
August, arranged in conjunction with the In- 
stitute of Industrial Engineers on the subject: 
“Determining Labour Costs”. The first part 
of the lecture, “Setting of Standard Times” 
was given by the president of the Institute 
of Industrial Engineers, Mr. G. D. Homan. 
The second part was given by the President 
of the Victorian Division of the Cost Institute, 
Mr. R. O. Thiele, on the topic, “Labour in 
Cost of Product”. 


Factory Visit 

A large group of members recently made 
an inspection of the food processing plant of 
H. J. Heinz Co. Pty. Ltd., at Dandenong. 
The visit proved both instructive and enjoy- 
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able. It is becoming evident from the number 
of members who desire to join factory in- 
spection groups that this type of activity is 
one of the most popular of those organised 
by the Institute. 


Annual Convention, 1960 


As already announced, it has been decided 
to hold the 1960 annual convention in 
August. It will be held over the week-end 
of Friday, 26th to Sunday, 28th of August. 
The theme subject of the Convention will be 
announced at an early date. 


Tasmanian Committee 


The Divisional Council was happy to ex- 
tend an invitation to Mr. W. Hawkins 
(chairman of the recently formed Tasmanian 
Committee), to attend its August meeting. 
Mr. Hawkins told of the good progress being 
made with Institute activities in Tasmania. 
He was assured of the support of Council in 
efforts to promote Institute activities in Tas- 
mania. 








+ 


Australian Accountants’ 
Students’ Society 
NEW SOUTH WALES 


Annual Meeting 


The annual meeting of the N.S.W. Division 
of the Students’ Society, held recently, was 
attended by an enthusiastic number of mem- 
bers. The president, Mr. T. H. Braban, ex- 
tended a welcome to members of the Divi- 
sional Council present and thanked them, as 
well as the State Registrar and his staff, for 
the valued assistance rendered to students. 
It was reported at the meeting that sixteen 
lectures had been delivered during the year. 
Other activities had included a discussion 
group meeting and a mock company meeting. 
The lectures were of vital importance to 
students and the knowledge gained as a 
result was most beneficial, especially to ex- 
aminees. The great assistance provided by 
the availability of the Society’s library was 
again stressed and students were invited to 
make use of this important section and the 
facilities offered to them. The business 
section of the meeting was followed by educa- 
tional films and supper. At a _ subsequent 
committee meeting, Mr. J. A. Clough was 
elected president and Mr. F. H. Ward was 
re-elected honorary secretary. 

Mr. R. G. Dryen, A.A.S.A., F.C.A.A., gave 
the first address in the new syllabus on 
“Advanced Accounting ‘B’” before a good 
attendance of members and he imparted much 
practical advice on the approach to accoun- 
tancy examination papers. Many questions 
were asked and answered in an informative 
manner. 


The. Australian Accountant, 


September, 1959. 





Mr. K. Hinchcliffe, LL.B., a prominent 
solicitor, delivered the second lecture, on 
Commercial Law, to a receptive audience. 
He covered many aspects of the subjects set 
out in the Society’s examination papers. 

Addresses have been arranged for meetings 
to be held each fortnight during the year. 
They will be given by leading authorities in 
the field of accounting and every endeavour 
will be made to make the lectures of prac- 
tical value. 


QUEENSLAND 


July Lecture 


“Classification and Charts of Accounts” 
was the subject for the July lecture of the 
Students’ Society held in Brisbane. The 
speaker was Mr. W. J. Guy, A.AS.A., 
A.C.A.A., of Commonwealth Engineering 
(Qid.) Pty. Ltd. Mr. Guy based his lecture 
on comprehensive notes which were distributed 
at the meeting. The speaker drew on his 
wide experience in the accounting field to 
illustrate his remarks but also covered the 
Society’s examination requirements for class- 
ification and charts of accounts. 


Recent Meetings 


A series of demonstrations and lectures on 
the five-channel punched tape accounting 
process was recently arranged for members 
of the Students’ Society in Brisbane. 


The first meeting was held at the offices 
of Burroughs Ltd. when two films on the 
subject were shown and the punched tape 
equipment was demonstrated by Mr. G. L. 
Cole, Brisbane manager of Burroughs Ltd. and 
Mr. J. H. E. Stubbs, A.A.S.A. On 4 August, 
at the offices of the Commonwealth Sub- 
Treasury Department, Mr. J. I. Maunder, 
A.A.S.A., senior finance officer of the Sub- 
Treasury and Mr. J. Raby demonstrated the 
“Flexowriter”. On the same evening Mr. 
B. O. Kearney of Hollerith (Aust.) Pty. Ltd., 
explained how punched tape accounting could 
be co-ordinated with punched card account- 
ing systems. 

Twenty-five senior students were present on 
each occasion. Great interest was shown in 
this new form of mechanised accounting and 
the committee extended its appreciation to the 
individuals and firms who, by their ready 
co-operation, made the demonstrations so 
successful. 


Students at Ipswich 


The second meeting of candidates of the 
Society resident in Ipswich was held on 6 
August when a tape recording of a lecture 
by Mr. L. W. H. Butts, O.B.E., on “Formation 
of Companies”, was heard. Members of the 
Students’ Society committee and fourteen 
candidates were present and, following the 
playing of the recorded lecture, the various 
points developed were discussed to the 
mutual advantage of those present. 
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SOUTH AUSTRALIA 


Recent Lectures 


Two lectures have been held recently, the 
first at the end of July, when the speaker 
was Mr. R. L. Newman, B.Ec., a lecturer at 
the South Australian School of Mines. Mr. 
Newman reviewed the May 1959 Advanced 
Accounting “A” examinations and dealt with 
problems met by students. Those present 
were most grateful for the advice given on 
this subject. 

The second lecture was given by Mr. 
D. B. Goode, F.A.S.A., A.C.A.A., on Parts 
XI and XII of the Bankruptcy Act. Mr. 
Goode has had a wide experience in lecturing 
and was able to present this difficult portion 
of the Act in a manner which was easy to 
understand, and, judging from the questions 
asked, the students derived great benefit. 

At the close of both meetings, the students 
were encouraged to remain and discuss their 
accounting problems with other students. 
Name tags are now issued to members at the 
start of each meeting to assist them in getting 
to know each other. 


Annual Meeting 


The annual general meeting was held at 
Waterfall Gully on 5 June. Thirty-seven 





members attended and elected the following 
committee:—Miss E. Naughton and Messrs. 
K. Christie-Ling, C. Halliday, L. Hurst, 
E. J. Shepherd, W. H. Taylor and J. Trowse. 
Messrs. E. D. Chancellor and D. Flaherty 
have since been appointed. Mr. B. Howie is 
the Divisional Council representative. He 
has taken the place of the late Mr. J. M. 


Jones. These three members were welcomed 
to the committee by the chairman, Mr. 
Shepherd. 
Personal 


The committee of the Students’ Society 
expresses its sincere regret at the passing of 
Mr. J. M. Jones, a man who will be greatly 
missed, and to whom the students owe much 
for the many years that he served their 
interests so faithfully. 


WESTERN AUSTRALIA 
July Meeting 


The July meeting was addressed by Mr. 
L. Beasley, F.A.S.A., manager of W. A. 
Trustee, Executor and Agency Co. Ltd., and 
State vice-nresident of the Divisional Council, 
who spoke on the subject of “Wills”. The 
talk was well received and many questions 
were asked by the students. 





N.S.W. GOVERNMENT 
PUBLICATIONS 


The N.S.W. Government Printer has 
arranged to issue a monthly list of Govern- 
ment publications which are available to the 
public at a nominal cost. 

The following publications were issued dur- 
ing May and June (apart from Gazettes 
and School Magazines). 


May 
GENERAL PUBLICATIONS 

Industrial Arbitration Report, Vol. 56 Part $. 
124 pages. Price 3s. 6d., postage 4d. 

Industrial Arbitration Report, Vol. 56, Part 10. 
218 pages. Price 3s. 6d., postage ‘6d. 

Industrial Arbitration Report, Vol. 57, Part 1. 
142 pages. Price 3s. 6d., postage 5d. 

Industrial Arbitration Report, Vol. 57, Part 2. 52 
pages. Price 3s. 6d., postage 4d. 

Table A, Companies ‘Act, Articles of Associa- 
tion. Reprinted from Schedule Two of the 
Act. 12 pages. Price 1s., postage 4d. 


Workers’ Compensation Reports, Vol. 31. Part 
2. 64 pages. Price 10s., postage 4d 
ANNUAL REPORTS 
Cancer Council, 30th June, 1958. 72 pages. 


Price 6s. 3d., postage 7d. 
Commissioner for Railways, 
36 pages. Price 3s. 94., 
Department of Main Roads, 


30th June, 1958. 
postage 5d. 
30th June, 1958. 


130 pages, plus map. Price 10s. 6d., postage 
1s. 

Electricity Commission of N.S.W., 30th June, 
1958. 52 pages, plus map. Price 4s. 6d., 
postage 6d. 

Factories and Shops, 1957. 22 pages. Price 2s., 
postage 4d. . 
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Metropolitan Water Sewerage and Drainage 
Board, 30th June, 1958. 60 pages, plus maps. 
Price 5s. 6d., postage ls. 


June 
GENERAL PUBLICATIONS 

Town and Country Planning, Coff’s Harbour 
Planning Scheme. 30 pages with coloured 
maps. Price 2s. 9d., postage 7d. 

First Aid in Industry. 32 pages. Illustrated. 
Price 1s., postage 3d. 

Notice of Accident or Occurrence of Poisoning 
or Disease under Factories and Shops Act. 
50 pages. Price 2s. 10d. including sales tax, 
postage 9d. 

Summary under Workers’ Compensation Act, 
anny Fae Price 10d. including sales tax, post- 
age ; 

Return of Accounts under Workers’ Compensa- 
tion Act. Price 3s. 6d. per 100 plus sales tax 
and postage. 

June 

ANNUAL REPORTS 

Housing Commission, 30th June, 1958. 56 pages. 
Price 5s., postage 6d. 

Hunter District Water Board, 30th June, 1958. 
48 pages. Price 4s., postage 6d. 

Lands, 30th June, 1958. 44 pages. Price 3s. 9d., 


postage 5d. 
Motor Transport, 30th June, 1958. 74 pages 
plus map. Price 7s., postage 7d 


University of Sydney, 1957. 82 pages. Price 7s. 
6d., postage 9d. 
Working of the Companies Act for 1958. 2 pages. 

Price 6d., postage 3d. 

Postal applications should be made to The 
Government Printer, Box 4050, G.P.O., 
Sydney. The N.S.W. Government Printer’s 
monthly publications list is available without 
charge to interested persons. 
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A. E. DENT, F.a.s.a. (N.S.W.) 
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President 
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Australian Society of Accountants 


KNOW YOUR COUNCILLORS 
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President 
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*Observer appointed by the Australasian Institute of Cost Accountants. 
tAlso observer appointed by the Australasian Institute of Cost Accountants. 
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ACCOUNTANT—Aged 25-30, required by 
firm of solicitors for position of clerk in 
company law department. Successful applicant 
will be trained by partners to the position of 
managing clerk. Good salary plus bonuses 
and superannuation. Reply to No. 552, c/- 
Australian Society of Accountants, 37 Queen 
Street, Melbourne. 


ASSISTANT ACCOUNTANT required for 
large departmental store. Good salary, plus 
bonus, superannuation fund benefits and staff 


discounts. Apply giving details of qualifica- 
tions, experience, etc., to: The Manager, P.O 
Box 155, Leeton, N.S.W. 


SYDNEY AND SUBURBS—Men with ac- 
counting experience are offered an interesting 
project, promoting applications of “Taylorix” 
autographic accounting and “Parapunch” 
manually sorted punched cards in industry, 
libraries, medical and educational centres and 
government undertakings. Appointments will 
be made on a salary and commission basis. 
Applications will be treated as confidential 
and should be in own handwriting, stating 
experience and qualifications, addressed to 
the sales manager, Lamson Paragon Ltd., 14 
Forrester Street, Kingsgrove, Sydney. 


GORDON INSTITUTE OF TECHNOLOGY, 
GEELONG. 


TEACHER OF COMMERCE 


Salary Range: £1,266-£1,691 with promotion 
to £1,841 (including cost of living and qualifi- 
cations allowance). Commencing salary will 
be within the range according to qualifications 
and experience. 


Qualifications: Bachelor of Commerce, or 
equivalent qualification. Teaching experience 
and other qualifications very desirable but not 
essential. 


Duties: Instruction to diploma and other 
students in accountancy, bookkeeping, econo- 
mics and related subjects (age group, 16-20 
years) and to perform other duties as directed 
by the Principal. 

Conditions: The appointment is subject to 
medical examination. Conditions regarding 
vacations, long-service leave, sick leave and 
superannuation, are the same as those for 
teachers in the Education Department. The 
appointment will date from 2 February, 1960. 


Further information may be obtained from 
the Principal. 


APPLICATIONS CLOSE on 2 October. 
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PROFESSIONAL NOTICES 


5/-; minimum per insertion 15/- 


Rate per line 


WANTED—Qualified accountant, prefer- 
ably member of A.S.A. for firm of accoun- 
tants in Malaya. Knowledge of Chinese 
essential. Reply to P.O. Box 1441, Singapore, 
giving details of age, qualification, experience, 


salary required and approximate date when 
position can be taken up, if application is 
successful. 


QUALIFIED, partly-experienced book- 
keeper, studying accountancy, requires position 
involving accountancy or bookkeeping work. 
References. Write to (Mr.) R. Jevric, 10 
Greville Avenue, Flinders Park, South Aus- 
tralia. Phone LU 6969. 


SENIOR CLERK—A senior clerk capable 
of taking charge of clients’ affairs, is required 
by a well and long established country firm 
of chartered accountants. The position offers 
wide experience in pastoral, commercial and 
company practice and will pay a liberal salary 
commensurate with the responsibility of the 
position. A partnership opportunity exists for 
the right man. Permanent single or temporary 
married accommodation is available. Please 
reply in confidence giving full details of educa- 
tion, age, experience, etc., to No. 567, c/- 


Australian Society of Accountants, 5 Bligh 
Street, Sydney. 
CLERK—Age up to 19 years, advanced 


exams with audit and tax experience. Ex- 
cellent salary and good prospects in small 
central city office. Box 2436 G.P.O., Sydney. 


THE CHARTERED INSTITUTE OF 
SECRETARIES — AUSTRALIAN BRANCH 


requires a 
YOUNG MAN 


For appointment at the Branch headquarters 
in Sydney, 21-25 years, to assist the Aus- 
tralian Secretary of the Institute in dealing 
with internal accounting, reports and minutes, 
research, liaison with Divisional secretariats, 
publication of “The Secretary”, and other 
administrative duties. 

Commencing salary £1,000-£1,250. A 
superannuation scheme is in operation. 

Applicants should be qualified or studying 
for qualification in commercial practices. 


Applications to be addressed to: 


The Australian Secretary, The Chartered 
Institute of Secretaries, 145 Macquarie Street, 
Sydney, N.S.W. 
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WANTED TO BUY. Two Associates re- 
quire practice anywhere in Australia. Gross 
fees £5,000 to £8,000. Full details to 
McNamara, 5 Wilson Street, Moonee Ponds, 
Victoria. 


FOR SALE—Well-established accountancy 
and taxation practice in a rapidly growing 
district approximately 30 miles from Sydney. 
Modern office suite and equipment, long 
lease. Gross fees approximately £10,000 p.a. 
Reply No. 565, c/- Australian Society of 
Accountants, 5 Bligh Street, Sydney. 


YOUNG ACCOUNTANT with ten years’ 
experience in taxation department, mainly 
assessing, requires position involving tax work 
with public accountant in Sydney or suburbs. 
Ring LB 9765 (Sydney). 


AGENCY—Sydney practitioner with scope 
for expansion will make services available as 
agent for members in other States. Enquiries 
to No. 529, c/- Australian Society of Ac- 
countants, 5 Bligh Street, Sydney, New South 
Wales. 


Is there a tired, overworked practitioner 
desirous of reducing his worries? A young 
Associate, experienced in income tax work, 
wishes to purchase a small or part practice 
of that nature. A _ proposition or position 
leading to purchase of above would be con- 
sidered. Reply Box No. 566, c/- Australian 
Society of Accountants, 37 Queen Street, 
Melbourne. 


MEETING ROOM, KING _ STREET, 
SYDNEY—Exclusive maple-panelled board 
room available for company meetings and 


conferences. Chair and table accommodation 
for 65 persons. Ideal for directors’ and 
shareholders’ meetings. Already used by 


many companies requiring a better type of 
meeting room in the heart of Sydney. Ring 
BM 6783 for particulars. 





Agents throughout Commonwealth and New 
Zealand. Also in London and New York. 


Cable & Telegraphic Segress: 
“JEFFSTOCK”, MEL 


Telephone: MU 9171 (3 om 


Eric R. Jeffery 


Member of the Stock Exchange of Melbourne 
STOCK EXCHANGE SBUILDINGS . 


422, 426 Little Collins Street, Melbourne, C.1 
Telephone: MU 9171 (5 lines) 











1959. 
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FOR SALE—Two Burroughs ledger mach- 


ines, style 211700%; in excellent condition, 
one is eight years old and the other 6% 
years but each has had five years actual 
service. Further Information from Mr. Ingle, 
MF 5061 Preston Motors Pty. Ltd.. 104 
Russell Street, Melbourne. 


FOR SALE—Mercedes 
Genuine good operating order. 
C.1.G. (Western Australia) Pty. 
Box 10, Subiaco, W.A. 


Enquiries t 
Ltd., 


have been retained to advise on 
the following appointment by 


me 

| ANSETT TRANSPORT 
| INDUSTRIES LIMITED 
| 

| 


ACCOUNTANT 


INTERNAL AUDIT, METHODS 
AND COST ANALYSIS 


| Responsible to Finance Director exec. for 

| programme of internal audit and also for 

| constructive recommendations about re- 

| cords, systems, efficiency and economy in 
the Group. 


| Headquarters MELBOURNE. Must be 
| prepared to travel extensively around 
Australia. 
Salary negotiable in the range £1,500- 
£2,000 p.a. Expense allowance. Excep- 


tional promotion prospects. 

Accountancy qualification or commerce 
degree essential. Knowledge and experience 
of cost accounting would be a strong 
recommendation. Experience in a 
chartered accountant’s office could give 
the variety required. Age 25-35. 

Please send brief information 
in confidence to 


Dr. E. Kelsall 


MANAGEMENT 
SELECTION 
AUSTRALIA PTY. LTD. 
414 Collins Street, Melbourne 
quoting reference F/107 
No information will be disclosed to 
our client until candidates have 








given permission after personal 
discussion. 
_MSA6798/F 
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accounting machine. 
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EBBELS SCHOOL OF 
ACCOUNTANCY 
28 Elizabeth St., 
MELBOURNE MF 8852 


* A Registered School of Accountancy 
established in 1939. 


* Small groups and classes held after 
office hours for all examination subjects 
of the A.S.A. 


* Consistent successful class teaching. 


Moderate fees payable monthly. 


x 


*% Under direction of Frederick EBBELS, 
F.AS.A., A.A.U.Q., F.C.1.S 
Registered Teacher of Accountancy 


* Enquiries welcomed. 





make no mistake* 


COPYSTAT 


copies best! 

















* the 100% accuracy of the Copystat 
copying machine cuts costs — fast! 


L. W. BAGLEY PTY. LTD. 


245 PACIFIC HIGHWAY, NORTH SYDNEY. 
XB 5948 
172 BOUVERIE STREET, MELBOURNE, 
N.3. FJ 9085 


Agents in all States. 
Mail this for details of latest machines 





PRESTO-PLIO 


ELECTRIC OFFICE 
FOLDING MACHINE... 






folds horizontally, creases vertically, in one operation ! 


FOLDS... CONVEYS... STACKS... 


120 SHEETS PER MINUTE 





ANY FOLD ANY STOCK 


AUTOMATICALLY 





DISTRIBUTED BY 


L. W. BAGLEY PTY. LTD. - MACDOUGALLS PTY, LTD. 


* 
SYDNEY MELBOURNE e 


AGENTS ALL 


SYDNEY MELBOURNE 
ADELAIDE BRISBANE 
STATES 
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DATA CONTROL 


(R. J. JELBART) 
18S KING STREET, MELBOURNE 
MU 7320, MU 7329 


Exclusive Australian Agent for 


Ti d en CALCULATORS 


1.D.P. EQUIPMENT 


FOR SALES AND SERVICE PHONE 


SYDNEY ADELAIDE BRISBANE 
XB 5807 M 8600 69-3219 
PERTH CANBERRA HOBART 
BA 7288 78-784 2-2688 














LISTEN 


to the NEW 
PYROX Magictape Recorder 


Everything sounds superb on the new Pyrox 
Magictape recorder ... everything “plays back’’ 
just the way you recorded it. ee the new 3 
speed 2 speaker Magictape at your favourite music 
or radio store today ... you'll be surprised that 
so am quality, so much enjoyment, could cost 
so little. 


Check these NEW 
Magictape features 


@ 3 speeds — 13”, 32”, 
73” per sec.—gives 
up to 4 hours play- 
ing time per tape. 

@ Twin speakers—for 
balanced tone. 

e@ Quick reading re- 
cording position in- 
dicator. 

@ Fast rewind, fast 


@ Separate Bass and 
Treble tone con- 


 PYROX LTD. 





14-36 Queensberry St., Melbourne. FJ 9121 
47-51 Parramatta Rd., Concord, Sydney UJ 0251 
PL3s 
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The simplest, 
quickest, and most economical 
method of copying 

ever devised 


SPIRIT DUPLICATING MACHINE 



















All you do is type, write or draw on a 
master sheet, clamp it to a cylinder, and 
touch a button or twirl a handle — Ditto 
does the rest. Every second it delivers two 
bright clear copies — in one to five colours 
in one operation. Ditto, too, handles any 
standard size materials — from lightweight 
paper to card stock. 


Contact Spicers for a demonstration. 


SPICERS 


(AUSTRALIA) PTY. LIMITED 
MELBOURNE: 377 Lonsdale St. MU 9505 
SYDNEY: 453 Kent St. . BX 7441 
ADELAIDE: 29 Young St. LA 1681 
PERTH: 38 Roe St. 21-2642 
BRISBANE: £9 Gipps St., Valley 5-3041 
LAUNCESTON: 226 West Tamar Rd. 7-3764 


TOWNSVILLE: 2 Flinders St. 3461 


NEWCASTLE: 87 Orchardtown Rd., 
Newlambton. LU 1442 
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MODERN OFFICE SPACE AVAILABLE 


GRIFF HOUSE An ATTRACTIVE BINDER for 
Located at 324 Pitt S 4 
ccated at 224 Pitt Stree the AUSTRALIAN ACCOUNTANT 
FROM 300 SQUARE FEET—TAILORED Note these four outstanding features : 
TO YOUR REQUIREMENTS. 1. Space for twelve issues. 


MAXIMUM USABLE SPACE. 
2 PASSENGER LIFTS. 


2. Pages remain perfectly flat when open. 


3. Removable steel rods permit easy in- 


LEASE SELECTIONS—3 TO 10 YEARS. sertion and removal of each issue. 
From 25/- per square foot, per annum. 

| NO PREMIUM 4. Hard cover, finished in durable black 

; cloth, with distinctive gold lettering. 
TELEPHONES READILY OBTAINABLE. 

|| AVAILABLE FOR OCCUPATION IN —_ i = 

ONE MONTH. 


PRICE 27/6 POST-FREE IN AUSTRALIA 


Phone BO 654 to arrange inspection. , 
(when ordering, please specify year required) 


or, Write to The Secretary, 


~ aaa” ACCOUNTANTS PUBLISHING CO. LTD. 


SYDNEY. 37 Queen St., Melbourne Phone MU 935! 
a —— — 


Modern Business Methods 
DEMAND 


LUM-X 


PHOTOCOPYING MACHINE 


Lum-X copies anything quickly and permanently without 
checking, providing dry copies in seconds. Lum-X will 
copy books, statements, correspondence, schedules, ball- 
point or fountain pen documents, typing. In fact, if you 
can see if you can copy it. 


All Australian made. Price (inc. Tax), £130 























FOR FURTHER INFORMATION CONTACT 


GOLLIN & COMPANY LIMITED 


MELBOURNE, SYDNEY, BRISBANE, ADELAIDE, PERTH, TOWNSVILLE, PORT MORESBY. 
N.Z.: WELLINGTON, AUCKLAND, CHRISTCHURCH, DUNEDIN. 
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STEELBILT 
LEADER 


IN QUALITY DESIGN 


LEADER 


IN BUYER PREFERENCE 


LEADER 


IN RANGE OF PRODUCTS 


LEADER 


IN SERVICE 





You'll find the items you need 
in the vast range of Steelbilt 
products. Your Steelbilt repre- 
sentative will show you how to 
get the most for your money 
in efficiency, appearance, and 
time and money savings. A 
‘phone call to the Steelbilt 
Division of Wormald Brothers 
will ensure prompt service. 


LEADER 


IN SPACE 
AND TIME ECONOMY 


STEELBILT 


A good name to go BUY! 


A WORMALD BROTHERS INDUSTRY 





*In addition to the enormous range of 
standardised lines, Steelbilt (through 
their Custombilt Division) have com- 
plete facilities for manufacturing special 
items to your specification. 








$S.156.FP 
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REASONS 
WHY 


















. « . RECONDITIONED REMINGTON 
OR BURROUGHS ACCOUNTING MACHINES 
ARE A SOUND ECONOMICAL INVESTMENT 


. [ 
1. Satisfactory Performance SALES AND SERVICE 


2. Five-year Guarantee 
3. Cost=i of the New Price 








Maintenance of Remington Machines : 
Semi-Hlectric £15 -15-0 All-Electric £20-0-0 


BOOKKEEPING MACHINES PTY. LTD. 


214 Queensberry Street, Melbourne, Vic. Phone: FJ 3711 

















WILSON BROS./4.2.. PY LO 


34-54 LOUIS STREET CHIPPENDALE, SYDNEY 


The Gaeciialsts ire Gystenes Dhietireg 








@ MULTIPLE SET FORMS 
Incorporating Uni-set processing with one time carbon or NCR 
No Carbon Required paper. 


e NEVER DRY SPOT CARBON 


Guaranteed 5 years — will not dry out and will produce up to 
six sharp copies. 


e ACCOUNTING MACHINE STATIONERY 


Special forms designed — accuracy and registration assured — many 
forms carried as stock lines. 


e SEALO — PRESEALED LETTERS 


| Speedy method for processing ovérdue account letters 


PHONE 69-1016 AND ARRANGE FOR A DEMONSTRATION 
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RIGHT ON THE VERY TOP 


- the features of ADDO-X 


SIMPLIFIED BOOKKEEPING MACHINES 

















The “BRAIN” of the Vital time-saving magic 
machine automatically “QNE-KEY” operation : 
produces the right —— 
operation : This simple “one-for- 
The selector has four ll” key makes ADDO-X 
sides, to accommodate faster, smoother, the 
four different account- easiest to use account- 


ing — — ing machine ever de- 
es only a second, .. 

ADDO-X iteatiede signed. All operations 
reduces accounting are automatic with this 


work, one key. 
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CALL CHARTRES NOW — FOR A DEMONSTRATION — avr gwuuarin sworn cn 
CHARTRES SPECIALISTS IN OFFICE EQUIPMENT FOR OVER 60 YEARS 


AUSTRALIA SALES and SERVICE IN ALL STATES 
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Accept this FREE! 


by Results! 


JUST PUBLISHED! H.R.I. proudly presents yet another 
splendid record of Honours won by their students at 
the recent commercial examinations covering, Accountancy, 
Cost Accountancy, Secretaryship, Banking, Sales Management 
and Advertising. Year after year H.R.I. win more honours 
at commercial exams than all other tutors combined. 


* We invite you to write to the address below, or call at our nearest office in 
any capital city for a free copy of ‘‘Achievement’’—a convincing testimony of 
the H.R.1. career training method. No obligation is incurred. 


re e888 RBBB ROSS RSS HO SOSSSSSSASSSSHSOSOSG 


Momi R Nasti 
emtingway obertson Anstitute 
/ Since 1897, an institution to promote personal advancement in business through education. 


122 BANK HOUSE - - - BANK PLACE > - - MELBOURNE 
122 BARRACK HOUSE - - 16 BARRACK STREET - - SYDNEY 


Please send me a copy of “Achievement” FREE and without obligation. 
NAME 


ADDRESS 


~Bi88 4 
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included manager for works, water supply and 
sewerage, chairman of the Metropolitan Works 
Board, and, latterly, manager for finance. Mr. 
Nelson was a member of the Queensland 
Institute of Accountants until it was absorbed 
by the Commonwealth Institute in 1921. He 
became State president of the Commonwealth 
Institute in 1939-40 and was a member of the 
Divisional Council of the Society until his 
retirement in 1956. He was president of the 
Accountants’ and Secretaries Educational 
Society in 1924 and 1930 and at present is a 
governor of Rotary International, World vice 
president of the Christian Endeavour movement 
and vice-president of tthe Brisbane Y.M.C.A 


SOUTH AUSTRALIA 


Annual Lecture 


The annual lecture in the University of 
Adelaide was delivered by Professor E. Bryan 
Smyth, Professor of Accountancy, University 
of New South Wales at the Mawson Lecture 
Theatre on 5 August, and was attended by 
a large audience. In his paper, “The Develop- 
ing Role of the Accountant in Management”, 
Professor Smyth explained the results of a 
considerable amount of research undertaken 
by him on this subject. The lecture was 
chaired by Professor Sir Mark Mitchell, 
Acting Vice-Chancellor of the University of 
Adelaide, and the vote of thanks to the 
speaker was proposed by the South Australian 
State president of the Society, Mr. 
Duncan. Following the lecture, Professor 
Smyth was entettained at supper by members 
of the South Australian Divisional Council, 
and an opportunity was given to representatives 
of kindred associations to meet him. 


July Luncheoa 


Some 120 members attended the July 
luncheon and enjoyed an interesting address 
by Lt. Commander J. Homewood of the 
Torrens Naval Depot on the subject of 
“Navy Frogmen”. The luncheon was held 
at the South Australian Railways refresh- 
ment rooms. 


Personal 


Messrs. E. W. Painter, E. M. Forbes and 
G. W. Raphael, of Epworth Building, 33 
Pirie Street, Adelaide, have admitted Mr. 
A. R. Raphael into partnership. The practice 
will be carried on at the same address as 
previously under the firm name of Messrs. 
E. W. Painter, Forbes & Raphael. 

Mr. F. C. Drew, F.A.S.A., has been re- 
appointed by the Executive Council as chair- 
man of the Electricity Trust of South Aus- 
tralia for a further five-year term. 

Mr. G. W. Sneddon, F.A.S.A., has been 
appointed general manager of Master Butchers 
Ltd., Adelaide. Consequent upon this ap- 
pointment, Mr. Sneddon has accepted appoint- 
ment as a director of Woolscourers (S.A.) Ltd., 
Fellmongers (S.A.) Ltd., Waymouth Guarantee 
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& Discount Co. Ltd., and managing director of 
Ambco Ltd. He is also chairman of the South 
Australian Board of Australian and Inter 
national Insurances Ltd 


Mr. A. W. W. Cilento, F.A.S.A., has bees 
appointed chief inspector of the Savings Bank 
of South Australia 


Mr. K. D. Williams, A.A.S.A., has bees 
appointed general manager of the South Aus 
tralian Farmers’ Co-operative Union 


TASMANIA 


State Convention 


The second State Convention was held a 
Launceston from !1 to 13 September. The 
convention was officially opened by the Mayor 
of Launceston (Alderman J. S. McGowen) 
and amongst those present were the President 
of the Society (Mr. R. F. Butt), the General 
Registrar (Mr. C. W. Andersen) and repre 
sentatives of allied societies. There was a 
most satisfactory attendance of members, and 
the technical programme was as follows:— 
Session: “Control of 
Stock”. Speaker: F. T. Whiteway, F.A.S.A, 
General Manager, Edments Ltd., Melbourne. 
Second Technical Session: “Planning and 
Budgeting”. Speaker: L. R. Dawborn, B.Com., 
A.A.S.A., Manager, Harston, Partridge & 
Co. Pty. Ltd., Melbourne. Third Technical 
Session: “Problems and Opinions” Session. 
Topics and speakers were:—*“Taxation”: 
Speaker: J. V. Doyle, F.A.S.A., public ac- 
countant, Launceston; “Electronics and Ac- 
counting”: Speaker: V. A. Benjafield, A.A.S.A,, 
Chief Accountant, Cadbury-Fry-Pascall Pty. 
Ltd., Hobart; “Reserves and Provisions”: 
Speaker: H. T. Matterson, A.A.S.A., Aus- 
tralian Titan Products Pty. Ltd., Burnie. 


1959 Lecture Series 


The 1959 lecture series concluded on 24 
August with a Symposium of Statistics and, 
following the meeting, the lecturers for the 
series were entertained at supper by members 
of the Divisional Council. The State pres- 
dent (Mr. J. G. Cooper) expressed apprecia- 
tion to the lecturers for their contribution to 
the success of the series. 


Research Officer’s Visit 


The research officer of the Society (Mr. 
K. A. Middleton) will visit Tasmania in 
October and address meetings in Hobart, 
Launceston and Burnie on October 12, 13 
and 14 respectively. The subject of Mr. 
Middleton’s addresses will be “Bases for 
Capital Expenditure Decisions”. An_ intro- 
ductory outline of the subject appeared in 
the May issve of “The Australian Accoun- 
tant”. 


First Technical 


Personal 


Mr. W. O. Jennings, F.A.S.A., has been 
appointed Auditor-General for Tasmania. 


The Australian Accountant, September, 1959. 





tor of 
South 
Inter 


been 
Banik 


been 
Aus 


WESTERN AUSTRALIA 
August Luncheon 


The speaker at the August luncheon was 
Mr. Frank Cross who has been with the 
Employers’ Federation (W.A.) for 33 years, 
first as industrial and court advocate, then 
as secretary. He has recently been appointed 
director. Mr. Cross was the Australian em 
plovers’ advisor at the 1958 International 
Labour Organisation Conferences at Geneva 
He took as his subject the query “Of What 
Use is the International Labour Organisation?” 


Fremantle Luncheon 


The speaker at the July luncheon of the 
Fremantle Branch was Mr. Jack Coulter, 
police court roundsman for the “Daily 
News”. He spoke in his capacity as a crime 
reporter, and kept everyone present interested 
in a recital of his experiences, both serious 
and humorous. 


Combined Study Group 

An interesting experiment of combining the 
research and study groups of the Australian 
Society of Accountants, The Australasian 
Institute of Cost Accountants and the Char- 
tered Institute of Secretaries, proved most 
successful. Under the chairmanship of Mr. 
R. S. Middleton, chairman of the Cost Ac- 
countant’s Research and Study Group, three 
speakers, namely Mr. J. M. Groom (repre- 


senting the Society), Mr. H. Wheatly (re- 
presenting the Chartered Institute of Sec- 
retaries) and Mr. C. Sears (representing the 


Cost Institute) spoke on the subject of 
“Accounting Decisions which May be Affec- 
ted by Tax Considerations”. After a series 
questions had been answered, Mr. W. S. 
Glossop, who is a member of all three bodies, 
gave a summary of the talks. The meeting 
was well-attended and should be the fore- 
runner of similar talks during the year. 


NEW SOUTH WALES 


New Councillor 


Mr. J. W. Goodsell, C.M.G., F.A.S.A., has 
been elected to fill the casual vacancy on the 
Divisional Council caused by the resignation 
of Mr. F. Howe Talbot, F.A.S.A. Mr. Good- 
sell is president of the Metropolitan Water, 
Sewerage and Drainage Board and was pre- 
viously Under Secretary of the New South 
Wales Treasury. 

It was with regret that the Divisional Council 
accepted the resignation of Mr. Talbot, who 
had been a Councillor of the Society and one 
of its antecedent Institutes for more than 
twenty years. He has been Australian president 
of the Commonwealth Institute, and State 
president of the N.S.W. Division of the Com- 
Monwealth Institute and served on many 
committees. The Council has placed on record 
its appreciation of the valuable service he 
tendered to the profession. 
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Personal 

Mr. P. C. Levy, A.A.S.A., A.C.A.A,., is 
now conducting his practice at Optometry 
House, 283 Elizabeth Street, Sydney 

Messrs. S. S. Downes and Sons are now 
conducting their practice at the Prudential 
Building, 39-49 Martin Place, Sydney. Tele- 
phone BW 2992 

Mr. N. B. Moore, A.A.S.A., has retired 
from the firm of Messrs. Staples and Staples, 
public accountants, and is now practising on 
his own account at 56 Walter Street, Mort- 
dale 

Messrs. Greenwood, Challoner and Co., 
admitted Messrs. D. B. Mitchell and J. S. 
Young as associate partners on 1 July. The 
firm will continue in the same name and at 
the same address. 

Mr. I. A. Ramage, B.Ec., A.A.S.A., (Prov.), 
has been appointed to succeed, as secretary 
of Sydney University Union, Mr. T. William, 
B.Ec., who will retire, after thirty-five years’ 
service, in February, 1960. 

Mr. Robert E. Cartwright, A.A.S.A., 
A.C.A.A., and Mr. Frederick W. M. Brown, 
A.A.S.A., A.C.A.A., practising as Messrs. 
Cartwright, Brown & Co., have moved to 
larger premises at Lasker House, corner 
Anglo Road and Beamish Street, Campsie, 
N.S.W. Their new telephone numbers are 
78-8337 and 78-8133. 


VICTORIA 


Personal 

Messrs. Hughes, Fincher & Rodda, are now 
conducting their practice at 365 Elizabeth 
Street (corner of Latrobe Street), Melbourne, 
C.1. Their new telephone number is 34-9134. 

Mr. K. M. Cox, F.A.S.A., has taken over 
the practice formerly conducted by Mr. B. 
Logue, F.A.S.A., at 62 Swanston Street, 
Melbourne. 

Mr. E. W. R. Grace, A.A.S.A., A.C.A.A., 
chief executive officer and secretary of St. 
Vincent’s Hospital, has been elected State 
president of the Australian Institute of Hos- 
pital Administrators. 


BALLARAT BRANCH 
Lecture 


A well-attended meeting of the Branch was 
held at the Ballarat “Wattle” on 24 August, 
when Mr. R. J. King-Smith, A.A.S.A., of the 
accounting machine division of National Cash 
Register Co. Pty. Ltd., demonstrated a late 
model accounting machine which incorporated: 
the automatic decisioning feature, and the 
creation of punched paper tape as an auto- 
matic by-product of normal accounting 
operations. 

Following the demonstration, Mr. King- 
Smith gave a talk illustrating the value and 
use of the punched paper tape, either for the 
automatic reproduction of punched cards for 
punched card installations or, as the direct 
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input to electronic data processing systems. 
In introducing the speaker, the chairman of 
the Branch Council, Mr. Neil Crouch, A.A.S.A., 
who presided, emphasised the rapid develop- 
ment being made in accounting mechanisation 
and stressed the importance for members to 
obtain first-hand information about the methods 
of producing data for use in electronic data 
processing. A vote of thanks to Mr. King- 
Smith was proposed by Mr. R. Mosman, 
deputy chairman of the Branch Council. 


MALAYA 


Personal 


Mr. Chang Sow Khong, B.Com. (Melb.), 
A.A.S.A., formerly the local representative of 
the Society in Malaya, has accepted the im- 
portant position of chief accountant of the 
Central Bank of Malaya. After pursuing a 
course at the Bank of England, he is visiting 
the United States of America to study the 
operations of the Central Reserve Bank. His 
practice at Kuala Lumpur has been taken 
over by Mr. Hew Kiang Main, A.A.S.A 
who has been appointed the local represen- 
tative of the Society in Malaya. His place 
on the local committee of advice will be 
taken by Mr. Chang. Mr. Hew Kiang Main 
and Mr. Chan Chee Hong, A.A.S.A.,— 
another member of the local committee of 
advice—have been appointed to the Board of 
Review set up under the Income Tax Ordin- 
ance of the Federation. A further member 
of the local committee, Mr. R. F. White, 
F.A.S.A., is the Comptroller of Inland 
Revenue. 


* 


Australasian Institute of 
Cost Accountants 
NEW SOUTH WALES 


Resignation from Divisional Council 


At the July meeting of the Divisional 
Council, the resignation of Mr. A. E. New- 
combe, F.A.S.A., F.C.A.A., works manager, 
Telephone and Electrical Industries Pty. Ltd., 
_ accepted with regret. Mr. Newcombe 
has been a councillor since April, 1943, and 
during 1945/1946 held the office of State 
president. In 1948 he was the State represen- 
tative on the General Council. Mr. Newcombe 
is at present overseas on a business trip. 


Activities Committee 

Mr. G. W. Williams, A.A.S.A., A.C.A.A., 
of Messrs. Offner Hadley & Co., has joined 
the activities committee to assist in planning 
future Institute activities. 

Details have almost been finalised for a 
costing seminar on the contentious subject of 
“Direct Costing” to be held in Sydney early 
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in November, 1959. Full details will appear 
in the next issue of the journal and members 
will be advised by mail of the complete 
details of this meeting. 


Personal 

Mr. C. Williams, A.A.S.A., A.C.A.A., has 
been appointed accountant for Pressed Metal 
Corporation Ltd. at Enfield. 


Congratulations are extended to Mr. E. G. 
Astill who obtained first place in Australia 
in Paper 3 at the May, 1959, examinations. 


QUEENSLAND 


Lunch Hour Discussion 


Mr. E. O. Burns, B.Com., A.A.S.A.,, 
A.C.A.A., an agricultural economist in the 
Economic Research Branch of the Queens- 
land Department of Agriculture and Stock, 
was discussion leader at the lunch hour 
meeting held on 20 July. Mr. Burns is well 
qualified to discuss his subject, “The Cost 
Accountant and the Farmer”, as he is en- 
gaged in research on farm management 
economics including farm budgeting and en- 
terprise costing. 


SOUTH AUSTRALIA 


August Meeting 


On 3 August, Mr. R. C. Ctercteko, A.A.S.A., 
South Australian manager of International 
Business Machines Pty. Ltd., addressed a 
well-attended meeting of members at the 
Playford Building, South Australian School 
of Mines and Industries, when he showed 
some strip films and a movie film on the 
operations of the 305 RAMAC (Random 
Access Memory Computer) machine. An 
invitation was extended to senior mathematics 
students of Prince Alfred College to attend 
the meeting and approximately 20 students of 
the College took the opportunity of hearing 
this address. 


VICTORIA 


Determining Labour Costs 


An interesting lecture took place on 5 
August, arranged in conjunction with the In- 
stitute of Industrial Engineers on the subject: 
“Determining Labour Costs”. The first part 
of the lecture, “Setting of Standard Times” 
was given by the president of the Institute 
of Industrial Engineers, Mr. G. D. Homan 
The second part was given by the President 
of the Victorian Division of the Cost Institute, 
Mr. R. O. Thiele, on the topic, “Labour in 
Cost of Product”. 

Factory Visit 

A large group of members recently made 

an inspection of the food processing plant ol 


H. J. Heinz Co. Pty. Ltd., at Dandenong. 
The visit proved both instructive and enjoy- 
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able. It is becoming evident from the number 
of members who desire to join factory in- 
spection groups that this type of activity is 
one of the most popular of those organised 
by the Institute. 


Annual Convention, 1960 


As already announced, it has been decided 
to hold the 1960 annual convention in 
August. It will be held over the week-end 
of Friday, 26th to Sunday, 28th of August. 
The theme subject of the Convention will be 
announced at an early date. 


Tasmanian Committee 


The Divisional Council was happy to ex- 
tend an invitation to Mr. O. W. Hawkins 
(chairman of the recently formed Tasmanian 
Committee), to attend its August meeting. 
Mr. Hawkins told of the good progress being 
made with Institute activities in Tasmania. 
He was assured of the support of Council in 
efforts to promote Institute activities in Tas- 
mania. 


a 


Australian Accountants’ 
Students’ Society 


NEW SOUTH WALES 


Annual Meeting 

The annual meeting of the N.S.W. Division 
of the Students’ Society, held recently, was 
attended by an enthusiastic number of mem- 
bers. The president, Mr. T. H. Braban, ex- 
tended a welcome to members of the Divi- 
sional Council present and thanked them, as 
well as the State Registrar and his staff, for 
the valued assistance rendered to students. 
lt was reported at the meeting that sixteen 
lectures had been delivered during the year. 
Other activities had included a_ discussion 
group meeting and a mock company meeting. 
The lectures were of vital importance to 
students and the knowledge gained as a 
result was most beneficial, especially to ex- 
aminees. The great assistance provided by 
the availability of the Society’s library was 
again stressed and students were invited to 
make use of this important section and the 
facilities offered to them. The __ business 
section of the meeting was followed by educa- 
tional films and supper. At a_ subsequent 
committee meeting, Mr. J. A. Clough was 
clected president and Mr. F. H. Ward was 
re-elected honorary secretary. 

Mr. R. G. Dryen, A.A.S.A., F.C.A.A., gave 
the first address in the new syllabus on 
“Advanced Accounting ‘B’” before a good 
attendance of members and he imparted much 
Practical advice on the approach to accoun- 
lancy examination papers. Many questions 
were asked and answered in an informative 
manner. 
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Mr. K. Hinchcliffe, LL.B., a prominent 
solicitor, delivered the second lecture, on 
Commercial Law, to a receptive audience. 
He covered many aspects of the subjects set 
out in the Society’s examination papers. 


Addresses have been arranged for meetings 
to be held each fortnight during the year. 
They will be given by leading authorities in 
the field of accounting and every endeavour 
will be made to make the lectures of prac- 
tical value. 


QUEENSLAND 


July Lecture 


“Classification and Charts of Accounts” 
was the subject for the July lecture of the 
Students’ Society held in Brisbane. The 
speaker was Mr. W. J. Guy, A.A.S.A., 
A.C.A.A., of Commonwealth Engineering 
(Qid.) Pty. Ltd. Mr. Guy based his lecture 
on comprehensive notes which were distributed 
at the meeting. The speaker drew on _ his 
wide experience in the accounting field to 
illustrate his remarks but also covered the 
Society’s examination requirements for class- 
ification and charts of accounts. 


Recent Meetings 


A series of demonstrations and lectures on 
the five-channel punched tape accounting 
process was recently arranged for members 
of the Students’ Society in Brisbane. 


The first meeting was held at the offices 
of Burroughs Ltd. when two films on the 
subject were shown and the punched fape 
equipment was demonstrated by Mr. G. L. 
Cole, Brisbane manager of Burroughs Ltd. and 
Mr. J. H. E. Stubbs, A.A.S.A. On 4 August, 
at the offices of the Commonwealth Sub- 
Treasury Department, Mr. J. I. Maunder, 
A.A.S.A., senior finance officer of the Sub- 
Treasury and Mr. J. Raby demonstrated the 
“Flexowriter”’. On the same evening Mr. 
B. O. Kearney of Hollerith (Aust.) Pty. Ltd., 
explained how punched tape accounting could 
be co-ordinated with punched card account- 
ing systems. 

Twenty-five senior students were present on 
each occasion. Great interest was shown in 
this new form of mechanised accounting and 
the committee extended its appreciation to the 
individuals and firms who, by their ready 
co-operation, made the demonstrations so 
successful. 


Students at Ipswich 


The second meeting of candidates of the 
Society resident in Ipswich was held on 6 
August when a tape recording of a lecture 
by Mr. L. W. H. Butts, O.B.E., on “Formation 
of Companies”, was heard. Members of the 
Students’ Society committee and _ fourteen 
candidates were present and, following the 
playing of the recorded lecture, the various 
points developed were discussed to the 
mutual advantage of those present. 





SOUTH AUSTRALIA 


Recent Lectures 


Two lectures have been held recently, the 
first at the end of July, when the speaker 
was Mr. R. L. Newman, B.Ec., a lecturer at 
the South Australian School of Mines. Mr. 
Newman reviewed the May 1959 Advanced 
Accounting “A” examinations and dealt with 
problems met by students. Those present 
were most grateful for the advice given on 
this subject. 

The second lecture was given by Mr. 
D. B. Goode, F.A.S.A., A.C.A.A., on Parts 
XI and XII of the Bankruptcy Act. Mr. 
Goode has had a wide experience in lecturing 
and was able to present this difficult portion 
of the Act in a manner which was easy to 
understand, and, judging from the questions 
asked, the students derived great benefit. 

At the close of both meetings, the students 
were encouraged to remain and discuss their 
accounting problems with other students. 
Name tags are now issued to members at the 
start of each meeting to assist them in getting 
to know each other. 


Annual Meeting 


The annual general meeting was held at 
Waterfall Gully on 5 June. Thirty-seven 


members attended and elected the following 
committee: —Miss Naughton and Messrs, 
K. Christie-Ling, C. Halliday, L. Hurst) 
E. J. Shepherd, W. H. Taylor and J. Trowse, ” 
Messrs. E. D. Chancellor and D. Flaherty 
have since been appointed. Mr. B. Howie ig © 
the Divisional Council representative. He ™ 


has taken the place of the late Mr. J. M™ 
These three members were welcomed 
the chairman, Mr. 


Jones. 
to the committee by 
Shepherd. 


Personal 

The committee of the Students’ Society | 
expresses its sincere regret at the passing of 
Mr. J. M. Jones, a man who will be gr 
missed, and to whom the students owe mi 
for the many years that he served ther 
interests so faithfully. 


WESTERN AUSTRALIA 


July Meeting 

The July meeting was addressed by Mr 
L. Beasley, F.A.S.A., manager of W. A.™ 
Trustee, Executor and Agency Co. Ltd., and 
State vice-oresident of the Divisional Council, 
who spoke on the subject of “Wills”. The 
talk was well received and many questions 
were asked by the students. 





N.S.W. GOVERNMENT 
PUBLICATIONS 


The N.S.W. Government Printer has 
arranged to issue a monthly list of Govern- 
ment publications which are available to the 
public at a nominal cost. 

The following publications were issued dur- 
ing May and June (apart from Gazettes 
and School Magazines). 

May 

GENERAL PUBLICATIONS 

Industrial Arbitration Report, Vol. 56 Part 9. 
124 pages. Price 3s. 6d., postage 

Industrial Arbitration Report, Vol. 56, Part 10. 
218 pages. Price 3s. 6d., postage ‘6d. 

Industrial Arbitration Report, Vol. 57 
142 pages. Price 3s. 6d., postage 5d. 

Industrial Arbitration Report, Vol. 57, Part 2. 52 
pages. Price 3s. 6d., postage 4d. 

Table A, Companies Act, Articles of Associa- 
tion. Reprinted from Schedule Two of the 
Act. 12 pages. Price 1s., postage 4d. 

Workers’ Compensation Reports, Vol. 31. Part 
2. 64 pages. Price 10s., postage 4d. 

ANNUAL REPORTS 

Cancer Council, 30th June, 1958. 72 pages. 
Price 6s. 3d., postage 7d. 

Commissioner for Railways, 30th June, 1958. 
36 pages. Price 3s. 9d., postage L 

Department of Main Roads, 30th June, 1958. 
130 pages, plus map. Price 10s. 6d., postage 


ls 

Electricity Commission of N.S.W., 30th June, 
1958. 52 pages, plus map. Price 4s. 6d., 
postage 6d. 

Factories and Shops, 1957. 
postage 4d. 


22 pages. Price 2s., 


546 


Metropolitan Water Sewerage and Drainage 
Board, 30th June, 1958. 60 pages, plus maps 
Price 5s. 6d., postage 1s 


June 
GENERAL PUBLICATIONS 

Town and Country Planning, Coff’s Harbouw 
Planning Scheme. 30 pages with colo 
maps. Price 2s. 9d., postage 7d. 

First Aid in Industry. 32 pages. Illustrated 
Price 1s., postage 3d. 

Notice of Accident or Occurrence of Poisoning® 
or Disease under Factories and Shops Act 
50 pages. Price 2s. 10d. including sales tax 
postage 9d. 

Summary under Workers’ Compensation Ach) 
Form H. Price 10d. including sales tax, ‘ 
age 3d. b 

Return of Accounts under Workers’ Compensae) 
tion Act. Price 3s. 6d. per 100 plus sales ‘ 
and postage. 

June 

ANNUAL REPORTS 

Housing Commission, 30th June, 1958. 
Price 5s., postage 6d. 

Hunter District Water Board, 30th June, 1958 
48 pages. Price 4s., postage 6d. 

Lands, 30th June, 1958. 44 pages. Price 3s. 94., 


postage 5d. 
30th June, 1958. 74 pagel 


Motor Transport, 
plus map. Price 7s., postage 7d. ; 
7. 82 pages. Price ™ 
2 pages. 


56 pages.” 


University of Sydney, 195 

6d., postage 9d. 
Working of the Companies Act for 1958. 

Price 6d., postage 3d. : 

Postal applications should be made to Tht 
Government Printer, Box 4050, G.P.OF 
Sydney. The N.S.W. Government Printe 
monthly publications list is available withoot 
charge to interested persons. 


The Australian Accountant, September, 195% 








